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EVALUATION OF COMPREHENSIVE 
EMPLOYMENT AND TRAINING. PROGRAMS, 1981 



TUESDAY. OCTOBER 20. 19X1 

U.S. Senate, ^ 

COMMITTEE ON LABOR AND HUMAN RESOURCES, 

, Washington, D.C 

The committee -met. pursuant to. notice, at 9 a.m , in room 4232, 

S llfl A 6 ° ffice building. Senator Orrin G. Hatch (chairman 

ot the committee) presiding. , 

Present Senators Hatch, Quayle, Kennedy, and Pell. 

Opening Statement of Senator Hatch 
The Chairman- Today the Senate Labor and Human Resources 

SK? 6 °^ nS lt f heanngS int0 the sele ction, performance, and 
evaluations of grant and coq,tract awardees under the Comprehen- 
sive Employment. Training Act of 1973, often called CETA 

We are also going to examine how certain awards were made to 
contractors in the closing days of the last administration There is 
special concern for how discretionary funds are utilized and spent 
in such situations, and we hope to cast some light 6n this entire 

SLTQSi 

. The CETA legislation established a framework in which pro- 

K!L . S f U 5 t0 Pr0vide . f0r the employment and training 
of underemployed and economically disadvantaged persons around 
.the country. Mogt such undertakings are carried out by prime 
sponsors such as Stateknd local governments 

Congress granted special consideration in this legislation to per- 
sons struggling against excessive disadvantages or for labor mar- 
kets rated a§ extremely depressed. These programs were to be 
overseen and administered by and through the Office of National 
- Programs of the Labor Department in Washington 
to J a i? any .° f theSe P r0 ? ram s have been efficiently adminis- 

™ = f a I 6 ' t0 . a £ ert3m extent ' fulfiUed the expectations of the 
sponsors of the act. Regrettably, this is not true across the board, 
as , he committee's inquiry has established.- 

admin , is i ration has announced its intent to .terminate 
he CETA program, there are billions of -dollars outstanding at this 
time in its various elements around the Nation. Also, the abuses in 
the program have been publicized often and consistently. Our ■ 

PAOIn 0 h« 3UdltS , Qf ^ heS ,! VentUreS >- P lus the fine work^f the 
Srin^ nE fh f re f S ' leadS the c ° mmittee * feel that some public 
airing of- the situation is required; hence this hearing 

r ahnr nl'H eff0 / tS u Which have Kad the ful1 cooperation of the 
L-aDor Department, have uncovered one serious situation after an- 



other. Wa^te $nd abuse of many kinds have emerged The audits of 
the program conducted by contract auditors around the country 
.reveal that the abuses are widespread, that the Department was 
being informed on a regular tpasis of these findings, and that noth- 
ing waS'done to correct the situation. 

As a result, many programs fell far short of expectations, sub- 
stantial slims of monev were lost, and many people the program 
was designed to assist were deprived of the intended assistance. 

The committee is especially concerned by evidence that specific 
Federal rules anil regulations governing how Federal funds are 
committed to grantees and contractors have been violated often 
and with impunity. Such requirements are put in place not to 
hinder benign attempts to aid people but to insure that the under- 
takings are carried out as intended. 

There is a need fox certain programs, and I shall continue to 
support such efforts, but on a selected basis. 

Toda> we shall examine how such abuses did take place and how 
CETA was in^many ways brought into disrepute. 

In March of this year, after hearing numerous allegations of 
serious deficiencies, I asked the General Accounting Office in my 
capacity as chairman to reView the Labor Department's Office of 
National Programs award selection process and to report^ their 
findings to the committee. Several such reports have been received 
and have been released. Copies of them are being made available 
today v M 

The Washington Post ; among other papers, in a March 9 article, 
reported on further findings concerning "last minute" or "mid- 
night" contract awards funded' b> lame duck administrations in the 
closing days of the last administration." 1 

Specifically, these, involved, one, overcommitment of appropri- 
ated funding, two, absence of negotiations with, or evaluations of, 
prospective contractors; three, authorization of several additional 
contracts*contrary to the informed judgments of the Department's 
representatives, and, four, unjustified sole source awards which 
"ignored rules governing competition. 

In the March 9 "Washingtoh Post" article, the former Assistant 
Secretary of Labor for Employment and Training explained away 
sucfi last minute funding commitments with this quote: "My view 
of the job was to see that these organizations could continue to 
operate long after we left office," because it Was clear to him that 
the philosophy of the new administration was not one of support 
for the new { kinds of training and job programs that minorities 
need. 

It could be argued and perhaps excused if a contractor or grantee 
up for funding renewal could be granted a one-time exception in 
the form of a telegram authorizing them to temporarily continue a 
project, if all negotiations had been completed &nd documented, if 
the Department's program representatives had given some formal, 
documented seal of approval, or if it were merely a matter of 
preventing paperwork requirements from severely disrupting a pro- 
* ject with an unquestioned positive record of performance. 

It is quite another matter when, as GAO discovered, required 
negotiations had not ever\ begun, let alone been completed. This 
was found in many cases. It is still another matter when, as GAO 



found, negotiations had actuallj occurred and specific recommen- 
dations b\*the Departments program representatives were totall> 
ignored or specificalh contradicted by higher-ups. This was found 
to be the case in numerous instances 

And it is again another matter entirely when it is discovered 
that the performance records -of many contract ctwardees were 
ignored when certain awards were made In each of these many 
situations large sums of public monies were^awarded The GAO 
contends that the office involved would have overspent its CETA 
budget b> at least million, which of course would be a violation 
of the law 

During the kist 4 months of the last administration,* GAO found 
that 2^7 training grants and contracts were awarded worth more 
than Silo million During that time period, at least TOlelegrams 
were sent to potential contractors telling them to go ahead and 
start spending monev on CETA contracts that would be negotiated 
later This, compares with onl> 20 such telegrams sent during all 
the fiscal year of 1979, according to the GAO findings. 

For example, on January 15, 1981, Ml*. Green's office notified Dr. 
Benson E ^Penick, a Washington researcher, that he could spend 
an initial §20,000 on a proposal to study the job prospects of disad- 
vantaged teen aged mothers But the Labor Departments own con- 
tracting officer had recommended against the award, GAO said, 
because the proposal was deemed to6 vague and the objectives 
found to be a mishmash * * *. of services" GAO also stated that 
Penick had submitted bills to Labor that were highly questionable. 

Similarly, on January 5 Green personally ordered a §150,000 
contract renewal for the National Association for the Southern 
Poor in Roanoke, GAO said Green s subordinates had reported 
that the job training program was having a* negligible impact on 
youth unemployment and could not properly supervise its young 
trainees in Virginia arid North Qarolina. 

GAO, saying that Labor officials rarely monitored the financial 
performance of these contractors, called for more inspections and 
written assessments Labor also handed out noncompetitive con- 
tracts without justification in nearly half the cases they surveyed . 
according to GAO. 

One. such contract, for $199,000, went to Southern Vocational 
College in Tuskegee, Ala., on January 19, even though Labor audi- 
tors had accused the college of improperly spending $550,000. 

The list could go on and on, but the GAO reports Will speak for 
themselves Tfce committee used the GAO in order to obtain an 
objective evaluation and avoid any accusations of nonobjectivity. 

As the GAO work went on, the committee began to review all 
appropriate materials, in the process interviewing Labor Depart- 
ment personnel who possessed first-hand knowledge of what had 
transpired Thousands of documents we/e examined. Several other 
Federal agencies and their officials rendered assistance. Today we 
will make public many of the findings of our inquiry. 

We will hear today from the GAO; the current Assistant Secre- 
tary of Labor for the Employment and Training Administration, 
Mr. Albert Angrisani; a panel of Labor officials with first-Rand 
knowledge of thee, situation under review, the Inspector General of 
the Labor Department, Mr Tom McBride; a former Assistant In- 



speetor General for Aikht at Labor who ,presentlv occupies the 
same position at the Agriculture Oepartment, Mr Gerald Peterson, 
the former Assistant Secretary of Labor for Employment and 
Training, Mr. Ernest Green, and the forrper Director of the Office 
of National, Programs. Mr. Larhond Godwin. 

GAO will elaborate on their findings, which I have alluded to t 
alread} The current Assistant Secretary of Labor will report on 
the situation he inherited when he assumed office on January 20 of 
,this -year, the immediate actions he was required to take, and the 
directive he recentl> issued to deal with GAOs findings and those 
of hib own internal task force He will also answer questions on 
new guidelines and procedures he will be implementing designed to 
assign responsibility and guarantee accountability 

We are also going to explore with Mr Angrisani certain myster- 
ies of grant termination. One case of immediate interest involves, a 
$20-milhon grant to PUSH For Excellence of Chicago 

'As we fotfed out in our inquiry into the\National Cancer Insti- 
tute, Federal grants, unlike contracts, cannot Jbe unilaterall> termi- 
nated at the Government's 'convenience. "To terminate, detailed 
negotiations are required, culminating in the grantee agreeing to 
termination. 

Since this April, Labor has sought just, such a' goal in a diligent 
manner in regard to, this particular grant to PUSH For Excellence 
All to no avail until the committee wrote that organization on 
September 24, 1981. The committee received a response from Chica^ 
go, dated October 2, 1981, informing the committee that PUSH 
had, on its own, terminated the grapt on September 29, 1981. A 
saltatory conclusion. 

What makes this conclusion so unique is that committee staff, 
after receipt jof this letter from PUSH, was informed by the Labor 
.Departments Solicitor's Office that termination' negotiations were 
still going on. Evidently PUI^H notified the committee but had 
perhaps forgotten to notify* the Department of Labor that no fur- 
ther reason existed for additional negotiations. *\^| 
* Our panel of Labor Department officials will be representatiye of 
all levels of the program office, including the acting administrator 
of the Office of National Programs, program directors, and Govern- 
ment authorized ^representatives frequently referred to as "pro- 
gram reps." Their evaluations are the only effective link to provide 
vital day-to-day assessments on an awardee's capabilities or past 
performance. Only in this way can we assure that allocated public 
funds go - to those who have shown a "demonstrated effective- 
ness"— a phrase we will certainly "hear more, about as this hearing 
progresses* . ■ * 

It is vital to underscore thi§ criterion, established by the Labor 
Departmefnt'and reinforced by its Solicitor s Office in an opinion to 
the General Accounting Office— page 3, HRD81-145. 

We will hear from Labor's Inspector General regarding certain 
criminal inquiries his office is presently pursuing. 

We will also hear from a former Assistant Inspector General of 
Labor for-Audit, now; with the Agriculture Department, concerning 
his efforts, begun in" 1979, to implement a systerh of surveillance 
auditing to target, discover, and prevent the very type of program 
deficiencies we will be discussing. 



\h> efforts, at first praised b\ a'foinuM Inspecthf General, were 
cut short without sub&tantne justif icaUon when he announced his 
first 'test example— an example, bv the -wa\. which had alreadv 
received substantial notoriety here in Washington— Pride. Inc. He 
wa* told to halt and kill hits professional work lor fear that it 
would embarrass and expose political allies. ot' higher-ups 

Finalh, we will hear from two former Labor Department off 1- 
, ciaK Mr Ernest £ireen, former Assistant Secretarv for p]mplov- 
ment and Training, and Mr Lamond Godwin, former Director of 
theOtticeof National Program^ 

We vsish to inquire of them about tireir professionaJ roles and 
specific actions as Government officials concerning selection of\con- 
tract m awarders We are especially concerned about sole source con- 
tracting We wish to hear.thea \iews on the General Accounting 
Oftu.es findings regarding last-minute contracting 

chairman of the committee, 1 have alreadv asked the General 
Accounting C)ffice^Th7r4+hTf4^r General's Office, and the current 
Assistant Secretary ro torUirv&v their scrutinv of several specific 
case* Also, I have asked them to provide additional evaluations of 
work performed by a number of current awardees 

'This brings. me to a most disturbing area qi our inquiry At' 9 
<^m, on Januarv 20. 10SK articles of incorporation filed w : ith the 
Office of the Recorder cf Deeds in Washington were filed, forming 
a corporation under laws of the State of Delaware, for Green- 
Herman & Associates, for the purposes of conducting business as a 
consultant and marketing analysis servicer 

In a letter dated June 23 of this year, I asked Mr. Grien to 
provide the committee with a list of any and all contracts, grants; 
or subgfants that his firm had received since its incorporation. To 
avoid an) nusiinderstanding, I further asked Mr Green to provide^ 
an accounting of all funds Yeceived from prime contractors,, subcon- 
tractors, or spinal projects utilizing Labor Department funds, di- 
rectly or indirectly ' . 

This letter was hand-delivered by the 'professional- st^ff of the 
committee to Mr James Christian, attorney for Green-Herman & 
Associates Mr Christian, authorized to respond (br Green-Herman 
& Associates replied in a letter dated July 2, 198Uwith regard to 
Green-Herman, that*, one. 'Tt has not received any contracts, sub- 
contracts^ grants or subgrants from the U.S Department of Labor 
Under the Comprehensive Employment Training Act," two, "It has* 
not received any funds from prime or subcontractor? under any 
other Federal grant or contract program;" and, three, 'Tt has *not 
set lip any service projects utilizing Labor Department funds di- 
rectly or jndirectl) " The letter goes on to say, "We trust that the 
foregoing is responsive to your request." 

However, the committee has discovered in its review of Labor 
Department files that a prime sponsor, Mobile County Consortium 
in Mobile, Ala , had awarded a subcontract to ,Mel Harris Asso- 
ciates, a management'consultant firm of Crystal, Minn. 

Mel Harris, in its turn, executed a consultant subcontract on 
April 6, 1981, with Green-Herman & Associates for the sum of 
$75,000 „ This seems to- contradict the contents of Mr. Christian's 
July 2 communication to the committee. 



- Naturally, tfns^ives rise to certain questions m the tmitd of any 
reasonable person These include one, are there any other Mich 
contracts that may have accrued to Mr. G^een and Ins turn that we 
still know nothing about 0 two. if so, in what amounts of money" 
and, three, does the Green-Herman film possess any other con- 
tracts of any kind,. with any organizations which to their knowl- 
edge are ihe recipients of Labor Department CETA contracts and 
funds" ' 7 
l T nfurtunatel\, the Knipk>\ inent and Training AdiiMinstratiun 
has nu was of retrieving such information at this time, except by 
asking awardees themselves We will have to await complete audits 
that itemi/e each subcontractor's* ai counts, and until >uclj time as 
the Inspector General can complete his im estimation and report tu 
us_ 

Finallv, we must at least address the pnnuple u{ stewardship 
The worst abuses in government ar e almost always done in the 
name* of altruism and with ar^Tieged!\ benign intent Everyone 
wants tu do the, right things and often Mews the Government as 
the appointed tool with which to do the job. 

>I am not seeking uut anv special program, gruup, or contract to 
make -an example of in a hearing situatiun RaUher, the committee 
is attempting to show that even' the most altruistic, sincere efforts 
can run afoul of tht legitimate institutionaUsafeguards the Govern- 
ment must erect ti> protect itself and the public. That is whcit' we 
are seeking to highlight today. 

Because of the nature of this inquiry, we will place all witnesses 
under oath with regard tu questions the committee members have 

We wilt now furn to Senator Kennedy, the ranking minority 
member 

•Opening Statement ok Senator Kennedy 

Senator Kennedy Thank you very much, Mr Chairman 
One of, the hallmarks of employment and training policies over 
the decades has been bipartisan cooperation All of us recognize 
that a health) economy requires a trained and productive work 
force. There has also been consensus that tfhe Federal Government 
has a special responsibility to assist disadvantaged >outh and 
adults who have missed out on* other opportunities to become 
skilled and employed t - 

I Ttnow Senator Hatch has been a strong supporter of Job Corps, 
.and I have often heard him express his high regard for* the pro- 
gram run by OCl, RTI\ and SER We are continuing this biparti- 
san effort as we consider the reauthorization of CETA and voca- 
tional education 

Because of the importance of these progiarns, it is essential that 
they be administered efficiently and fairly , with full public confi- 
dence Todays hearing will cast serious doubt as to whether the 
administration of these programs during the Car ter administration- 
met this test ' • • 

Serious allegations ..will be made about the conduct of senior 
Federal officials in the last days of the Carter administration The 
charges imply that millions of Federal dollars were squandered on 
hundreds of last minute contracts with organizations of question- 
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able merit There is the even .more troubling' report that the indi- 
viduals responsible for . these, contracts have benefited personally 
from these awards sihce leaving the Government , '- . 

In addition,' we-will hear allegations that program audits were % 
blocked or discontinued for political reasons, in'spite of evidence of 
wrongdoing ' , • 

* J f .^ e ! e aviations are true.. they represent the' most serious 
possible betrayal of the public tnist . . * ' 

, This committee has an obligation to determine where the truth 1 
lies, to hear from alPsides— the accused as well as the accusers. To' 
do less would be a betrayal of our public trust and might perma- 
nently damage the reputation of innocent individuals 

I believe the committee needs to determ'ine the answers to the 
following questions: 

~ We u e IP , au , dlts and reyiews blocked for political. reasons: and if 
so. who blocked them, and why 9 

> Were millions of dollars inappropriately committed during tie 
final days of the Carter administration? If they were, who was 
responsible, and what chain of command wasinvolved 9 . 

Did anyone benefit personally and improperly from these end-of- 
year awards 9 

To v^hat extent were the problems identified by'GAO institution- 
al, procedural problems, and to what extent were they problems ' 
° aU J y P artlc y lar individuals acting inappropriately 9 

Mr Chairman, I believe we ought to take* the time necessary to 
get to the truth We ought to hear from all those- who may be 
accused todaj* We ought to heal- from the Sectary of Labor at 
hat time Mr Marshall And we ought to pursue this expeditious- 
ly, so that the record can be complete. 

• I £ ia l 1 ?L Mr Chairman,' whatever -we find, I hope we will not lose 
sigh of the real goak, and objectives of the CETA program.. As we • 
meet here today, unemployment stands at 7 5 percent. Only 2 days 
ago the President acknowledged that the country is in a, recession, 
tor the disadvantaged youth and adults whom CETA serves, it is a 
depression. - ' 

Part of making Government work requires rooting out corrup- 
tion wherever it is found. Equally important is the need "for Gov- . 
ernment to respond compassionately and effectively to those in 
most distress Today in America, that requires getting people back 
ahead 0pe "* e wlU pur ! ue both S° als vigorously in the wefeks 

The Chairman. Thank you, Senator Kennedy. ; 

We will now turn to Senator Quayle, who is chairman of the 
Employment Subcommittee and who has done a tremendous job as 
chairman and certainly is responsible for stopping the funds until 
we can^et a handle on where we are. I agree with Senator Kenne- 
dy, we have to look at this matter as objectively as we possibly can 

Senator Quayle 9 y ' : " ' 

■ Opening Statement of Senator Quayle 
Senator Quayle. Thank you very much, Mr. Chairman. • * 

hi C ;l n i?u W ? nt t0 compliment you for having these oversight 
Hearings. 1 think one of the most important functions of a cbmmit- 
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tee in the Congress is tu have these t>pes of hearings and an airing 
in public of concerns th,at you have and that others have 

I would also like to compliment Senator Kennech on his state- 
ment, particular}} on, the bipartisan approach that we have had in 
the past in emphpyment and training,pohcies. 

As Chairman Hatch pointed out, it is ra\ "subcommittee that has 
been dealing with the CETA reauthorization "« We have had a 
number of hearings here in Washington and some aro.und the 
country - -s^ ' • v 

It is m\ intent tu.be able to produce a bipartisan package that 
will be introduced in December or Januar\ We can have hearings 
on that svstems deliver) I do not think /it should be partisan 

I certainlv commend >our comments in that direction We have 
worked together, and our. staffs have worked together Senator 
Hatch, who-is an active and supportive member of my subcommit- 
tee, has been very, verv helpful in # this., His past experience with 
Job Corps and some of the other training programs should not go 
unnoticed. 

I guess the question, Mr. Chairman, is: Where do^ we go from 
here' Based on conversations^rrSKe had with Mr Ahgrisani and 
others I expect that we are going to get fetter management in the 
Employmen-t and Training Administration, I fully expect that a 
number of the irregularities that* will be and havejbeen identified 
will be studied and corrective aqtion will be taken. ' . 

I assume that we will ask the §*estion. How did we get into this 
mess, and how are we goirig to get out of it 0 I think that is the 
challenge that lies before- this committee. 

I do not think anyone wants to do away with the Federal role of 
employment and training programs. I think it is vital, particularly 
with the economic considerations that we have and, more particu- 
larly, for the youth and minority youth that have this disastrous 
unemployment rate ; 

Mr Chairman, we need to take a long, hard look at what h^s* 
happened in^CETA, what works, what did riot work/and why This 
certainh provides a backdrop for both the Congress and the admin- 
istratiorLto go aheap! and make the necessary changes to see that' 
,the problems and mistakes are not repeated. 

I assure you of my full cooperation, and I look forward to work- 
ing with other, members of this committee — both the majority and 
minority — in producing a bipartisan package that will enhance the 
availability of employment and' training policies in this country. 

The Chairman. Thank you, Senator Quayle. 

Without objection, we will insert at this point the statement of 
Senator Gordon Humphrey 

[The prepared statement of Senator Humphrey follows ] 

Prepared Statement of Senator Humphrey . i ' , 

Senator Hlmphrev. Mr Chairman, I'm sorrv that other committee responsibil- 
ities will prevent me from attending the hearing on the oversight of CETA I have 
had a longstanding concern with problems connected with CETA and have found 
particularly troublesome the man> complaints concerning* the administration of 
( ETA grants and programs I applkud tfte efforts of this administration to correct 
the er,rjrs of the past and commend the committee for its investigations of allega- 
tions 01 wrongdoing bv CETA administrators I will look forward to reading the 
testimony of the witnesses who will testify at today's hearing 



' The Chairman Our first witness is Mr. Gerald Peterson, a 
fonmer Inspector General for Audit at Labor and currently in the 
same capacity at the Department of Agriculture. 

Mr. Peterson, -we are happy to have you with us today. 

•Would you prepare to be sworn?* Do,you swear to tell the truth, 
the whoje truth,' and nothing but the truth, so help 'you God? 

Mr, Peterson. I do. f * 

The Chairman Thapk'you, Mr. Peterson. Please ga ahead. 

STATEMENT OF GERALD PETERSON, ASSISTANT INSPECTOR 
GENERAL FOR AUDIT. DEPARTMENT OF AGRICULTURE; 

; FORMER ASSISTANT INSPECTOR GENERAL FOR AUDIT, DE- 
PARTMENT OF LABOR : 

Mr.' Peterson Mr Chairman, I have no prepared statement. I 
would Y\ke just to answer the questions the committee may have. 

The Chairman. Mr. Peterson, in your position as Assistant I.G., 
Audit, at the Department of Labor, what was your reaction in 1979 
when the forming of the LG Office appeared to make the auditor's 
role significantly different? * , ' 

Mr. Peterson I was disappointed, to say the least,;We were just 
at that point in time trying to get the LG. concept implemented, 
and of course the fact that I was almost immediately taken off the 
job of auditing Youth Pride was a source of great disappointment 
to mfe* * ^ * 

The Chairman. What was her reaction? 
, Mr* Peterson. Well, maybe I should just set the stage a bit. 

Senator Kennedy Can : we find out who "her" is, please? ^ 
' Mr. Peterson. Yes. The J.G/*at that time was M£. . MSrjorie 
Knowles. * 

For about a year prior to this the audit organization within the 
J)e.partment of Labor had been working on a new audk guide. To 
that point, auditors had not been mijch involved in fraud. The 
typical audit statement is the verification of a financial statement, 
and as* such* it did not involve itself in fraud "or had not involved 
itself in fraud. 

For about a year we had been working on a new instrument that 
would specifically look at fraud, and we had referred to it as a 
"surveillance audit guide." 

Ms. Knowles came into the Department of.Labor; and on May 18, 
I, in a memorandum, notified Ms. Knowles of the "surveillance 
guide and our intention to use it, and to use it in the Washington, 
DC. area. I spelled out to her in that memorandum the reason for 
using it in the Washington, D.C area was that I wanted to be able 
to personally supervise the first usage of that guide. 

Then on June 11 I specifically spelled out to Ms. Knowles the 
specific auditee that we were g(5ing to be testing this on, and this 
was Youth Pride, for a number of reasons— No. 1, it was a large, 
nonprofit known to have management as well as accounting prob- 
lems, and No. 2— and maybe equally important— it was in the 
Washington, DC. area where^I could personally supervise the 
usage of that guide. 

The Chairman So you selected basically a Washington, D.C 
CETA program as your first audit? 

Mr. Peterson. That is correct/ 



The Chairman. Did you have any other reasons for selecting 
CI$TA?- * 

Mr. Peterson No, I think those were the primary reasons, Mr 
Chairman. * 

The Chairman What was that organization you decided to inves- 
tigate? 

Mr. Peterson. Youth Pride. , 

The Chairman. This is a CETA-funded Organization? 

Mr. Peterson. That, is correct * . , 

The Chairman. Did Ms Knowles approve your suggestion to 
audit Youth Pride? f * 

Mr Peterson. She 'did not As a matter of fact, I have the 
original memo. She did not respond to that memo but instead 
m called me into her office and 

The Chairman. Did she give any reasons why she did not re- 
spond to thai memo? 

Mr. Peterson. She called me into her office and told .me it was 
not very smart selecting Youth Prfde and that in fact'Mayor Wash- 
ington's inauguration initiated from Youth Pride and that I should 
select another grantee for the purposes of testing the guide. 

The Chairman. Did she explain any reasons why? 

Mr. Peterson. No, she would not explain anything beyond 

Senator Kennedy. Are you talking about Mayor Washington? 

Mr. Peterson. Yes, that is correct. ' . 

Senator Kennedy. On Youth Pride? 
p Mr. Peterson. Yes, that is cprrect. 

The Chairman. Did voti try to explain to her why you wanted to 
do this? 

Mr. Peterson. I had explained in memo§. She fully understood 
why we wanted to. 

^(Senator Kennedy. Could I- interrupt? Just so. we get the names, 
because these accusations are terribly important — are you talking 
about Mayor Washington or Mayor Barry? Mayor Barry was the 
one who Was involved initially in Youth Pride. 

Mr. Peterson. I am sorry/ It was Mayor Barry. 

Senator Kennedy. I think it is terribly important, now, that we 
be very careful about people's names that we are using and the 
facts that surround them. These are serious allegations; we want to 7 
come to grips with them; but you have just mentioned a person's 
name now— Mayor Washington— and that was a mistake. I N thInk it 
is very important. * 

There is a lot of attention being given to these accusations. They 
are extremely serious. If we are going to conduct these hearings, 
they are 3 going to be done with fairness and equity with regard to 
all of these people. 

1 just want' to caution the witness. If you want us to give* cre- 
dence to your testimony, be very careful about whose names you 
mention and the circumstances that surround them. 

Thank you. - * 

The Chairman. Fine. So we are clear then that it was Mayor 
Barry? m • 

Mr. Peterson. Yes,Jt was Mayor Barry. 

The Chairman. What did she say? Did she give you any reason 
at all why she did not want you to look into this? 
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Mr Peterson No, she would not go beyond that. When I tried to 
discuss it in terms of management requirements, and the require- 
ment* to test this ne„w guide locally, she simply told me that the 
case was closed and that I 'should " select , another target for the 
• surveillance audit guide 

The Chairman' What did you do 9 

Mr Peterson What did I do 9 

The Chairman What did you do about that? 

Mr Peterson Well, I went back, and wp selected another non- 
profit in Milwaukee to test the guide on We were unable to find 
another nonprofit activity in the Washington area that was suit- 
able for testing the guide. 

The Chairman It is my understanding that you left yqur posi- 
, tion during that very same year. Is that correct 9 " 

Mr Peterson Yes. I did. 

The Chairman When was that' 7 * 

Mr Peterson I think I actually left the position in September of 
that year, but I believe I accepted the job in the Department of 
Agriculture in July of that year 

The Chairman Did Ms Knowles or officials in the Department 
of Labor pressure you to leave in any, way? 

, Mr Peterson No, they did not pressure rjie to leave That was 
my decision 

The Chairman Did their restrictions on your activities as an I.G. 
auditor have any influence on your leaving at all? 

Mr Peterson. They very definitely did. 

The Chairman Would you explain that to «s? 

Mr Peterson I just did not believe that I could be an active 
participant in installing and implementing the I.G. concept with 
that type pi supervision I felt that I needed to move to another 
agency if I was going to t>£ effective. 

The Chairman When Ms Knowles turned you down on your 
request to audit Pride, Inc., did she do so— what actually did she 
say to you 9 " ^ 

Mr Peterson I have a statement that I made to an investigator 
sometime after that. Maybe I should just read it. 
^Jhe Chairman. Go ahead. 

Mr Peterson. She said, "This is not too smart," referring to the 
memorandum of June 11, 1979, to her, from both myself and a Paui 
Lehrman, concerning the proposed audit of Youth Pride within the 
District of Columbia. 

When I questioned her as to what she meant, she replied, "Don't 
you know that the mayor's (Marion Barry) inauguration parade 
started at Pride?" When I expressed ignorance to the fact that it 
did, and if so what possible effect it could have on the mayor, she 
advised me that, we're not going to do it. 

I responded to the effect that we were only going* to audit within 
the last year or two and it should have no effect on Mayor Barry. 
She then stated that, "He's still closely related to it (Pride)," and 
" then advised me that we would have to come up with something 
else. 

That was the gist of the entire conversation. . 
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The Chairman- Was it your impression that -Ms Knowles 1 deci- 
sion was*jUdgmental— was a judgment decision— or was it a politi-, 
cal decision; in your belief? , 

Mr Peterson I did not at that point in time and have not since 
* .rrxade that judgment I do not know, the reason for the comment. I 
jusbkrrew that I could not work in that environment. 
,The Chairman Do you believe f it was a management decision 
made from the top down? Vs 

Mr Peterson. She was the manager, and she made the decision. 
It was* not based on management information' because the manage- 
ment information that was on hand would have suggested, as it did 
to me, that Youth Pride was an appropriate place to test the guide. 
But I do not know the considerations that were in Ms Knowles 1 
mind when she made that decision. 
• The Chairman, I see. 

At the Department of Agriculture, it is my understanding that 
Thomas McJBride was your immediate superior as Inspector Gener- 
al 

Mr. Peterson. That is correct 

The Chairman Ha is th&same individual who is now r the Inspec- 
tor General 'of the Department of Labor. Is that correct? ' 
Mr. Peterson That is correct. 

The Chairman Did Mr. McBride allow you to work without 
interference at that time iri that position? 

Mr. Peterson. He certainly did, yesT" 

The Chairman. Senator Kennedy? - ' 

Senator Kennedy You are telling this committee that you were 
blotked from conducting investigations ifi areas you considered 
critical for political reasons? ' ' 

Mr. Peterson. I am not telling them, Senator, that it was for 
political reasons. As I have said, I did not make that judgment. All 
I can do is relate to this corpmittee the facts and circumstances 
surrounding it. 

Senator Kennedy. Do you have any reason to believe that the 
order came from higher up? 

Mr/ Peterson. I have no reason to believe that at all 

Senator Kennedy.. Do you have any knowledge whether other 
audits were being conducted in the D.C. area at that time? 

Mr. Peterson. There were no audits being conducted in the D.C. 
are$ to my knowledge at that particular time. There was one audit 
scheduled'for later, in the summer of the summer youth employ- 
ment program, but it was not in any way involved ifi Pride. Pride 
was not One of the targets of that audit. 

Senator Kennedy As I understand, these allegations first 
became public in an article in the Washington Post of December 5, 
1979. Is thatrCprrect? 

Mr. Peterson. That is correct 

Senator Kennedy. Were investigations conducted then? 
Mr. Peterson, Yes, they were. 

Senator 'Kennedy. What is the nature of those investigations, 
and who conducted them? 

Mr. Peterson I am not totally sure, sir, what the nature of the 
investigation is. 
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Senator Kknnkd\ Do \ou kn,ow. from vour own "knowledge, if 
the Justice Department looked into these allegations 0 

Mr Peterson Yes. I do/know that the Justice Department 
lookecLanto it 

Senator Kennkdy Then tell us what you know about that 

Mr Pktekson What 1 know is that the Justice Department did 

look into the allegation^ and did take a statement from/ne 
Senator Kfnned* The allegations that you are making here 

today 0 

. Mr Petkrson That ^ correct 

Senator Kennedy OK What do you know about that investiga- 
tion' 1 

Mr Peterson And the Justice Department concluded from that 
investigation that no criminal activitv had taken place 
Senator Kennedy Do you have that information. Mr Chairman 0 
The Chairman I am sorry, I missed that. Senator Kennedy 
'' Senator Kennem That *tne„ Justice* Department luoked into 
these allegations that first came out in the newspaper some time 
ago, and that the witness is saving that the Justice Department 
looked into them, and that the Justice Department made a judg- 
ment about it that there was not an adequate basis for investiga- 
tion, or they^did not believe there was sufficient information for 
investigation 

The Chairman We are aware of that. »but the authority, of 
course, really goes right to Ms Marjorie Knowles t$ make the 
decision for the Justice Department That is what is wrong over 
there 

Be that as it may, please go ahead. 

Senator Kennedy She worked for the Labor Department. * 
The Chairman I understand, but she worked in conjunction 
with the Justice Department, as l understand it. 
* Senator Kennedy. They were "investigating her. They were inves- 
tigating her 

I would like to know, since these allegations have been made 
against her, if she has been invited to this hearing. , ^ 

The Chairman. No. but we'will be happy to do it. * • 

Senator Kennedy We will be happy to do it? You mean we are 
going t© hear altegations and charges that Marjorie Knowles was 
involved in a coverup— serious allegations and charges directed 
a'gainst her as an individual, whom I do not know and whose name 
I had not heard until last evening and again this morning — allega- 
tions and charges that she was involved in some kind of a coverup, 
as has been stated here by Mr "Peterson? We have not invited her 
to came before this committee after an allegation or charge as 
serious as that has been rrlkde, with all of these cameras focusing 
on Mr Peterson, and all of the tables full of the press sitting out 
here before us 9 

I have just been handed the notes here this morning that the 
Justice Department— and I just found this out ~) minutes ago— had 
done a review Mr Keeney, the Deputy Assistant Attorney for the 
Criminal Division of the Department of Justice, said today, 'The 
allegations by Gerald ; JPeterson against Marjorie Knowles have 
been investigated by the Department of Justice " Mr. Keeney said 
the information provided did not give adequate basis for further 
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consideration and the case was closed. A letter was sent to Ms. 
Knowles to that effect by the Justice Department 

It just seems to me when we are laying this case out— and I am 
interested ift rooting out the corruption as well as the chairman is, 
but I am also interested in being fair to Mr. Peterson, to Marjone 
Knowles, and to the programs 

If we are going to conduct an investigation that is going 4o be 
fair and just and have any credibility it is imperative that we hear 
from those whp are going to be accused and that we make a 
.complete and full record of the allegations and charges. 

I think that is the only way this committee is going to maintain 
any Credibility and we will have any kind of impact in terms of the 
legitimate interests with which this hearing has been developed, 
and that is to try and find out if there is corruption within that 
particular Agency, the nature of it, what can be done to root it out, 
'and what steps have to be taken, whether legislatively or through 
the Department of Justice, to prosecute those who have violated 
that trust. 

I would like to find out, again, why we have not asked Marjorie 
Knowles to testify— when we are going to get charges and allega- 
tions as serious as this— so that she could defend herself not 3 
months from now, 3 weeks ,from now, or 3 days from now 

The Chairman We may very well do that, Senator. 

"Senator Kennedy. "May very well do it" 9 

The Chairman Yes, We may not. But what is called into ques- 
tion here is her judgment on making that decision, when the 
Inspector General wants to go forward with an investigation. 

Senator Kennedy You do not think she is entitled to be heard? 

The Chairman I do not doubt her right to be heard, and' we will 
certainly— if you want her called, we will call her, we would be 
very happy to. 

The question is not whether she covered it up but whether her 
judgment -was right in allowing this to go on when an Inspector 
General wanted to investigate this matter. That is what we 
brought this out for. If you want her called, we will be happy to 
call her. 

Senator Kennedy, I would suggest, quite frankly, Mr. Chair- 
man—and I know you are very concerned about the protection of 
the people and their rights. I think all of us are. But when we have 
allegation^ and charges about the coverup or halting audits and * 
whether it has political implications, and what all of that means in 
terms of those individuals' basic integrity and their lifelong ca- 
reers, it seems to me that we t have some responsibility. 
- When we know from our own information that the Justice De- 
partment has reviewed it, an individual is entitled to appear and 
face *the accusers with a basic sense of fairness and equity in this. 
As I said, I want to cooperate with the committee in getting to the 
basic root of it.. 

Do you have information about what the Justice Department's 
investigation of these kinds of charges 'have been? 

The Chairman I do not have that information. What ive are- 
questioning "is the management decision. We are not saying Ms. 
Knowles tried to cover this up. We are saying this is a manage* 
ment decision that is typical of management decisions made ai the 
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Department of lAbov during this period of time I think that is all 
he said. 

* You-did not accuse her of covering it up, did you? 
Mr Peterson. I did not 

The Chairman I did not hear it that way. If you heard it that, 
way, I think you heard it wrong But he did accuse her of stopping, 
an Inspector Generals investigation, and I think that is pretty 
important to bring out. - , * 

* Senator Kennedy. Of course it is 

The Chairman If you want her called, we will hold subsequent 
hearings and call her, and we will'find out whether she covered it 
up Maybe that is worth} of an investigation We did not choose to 
think it was to this point, because that is the testimony. But if you 
want her called as ranking minority member, we will be happy to 
do that. I would be mofe than happy to, under oath. 

Senator Kennedy Mr Chairman, this story that was reported in 
the newspaper some time ago— December 5, 1979— almost 2 years 
ago— I would ask that those articles be put into the record. What 
the'y srr>ack of is political coverup. 

The Chairman Without objection, they will be put in the record 
at this point 

[Material to be supplied follows:] 

'From Ihi Wi^hmgTon fW IX\ "> WT'Jj 

Ex-Labok Aidk Says Pridk Audit Vetoed * 



That review, which wa& concluded without finding anv discrepancies^ was ordered 
after The Washington post reported m a series of articles that top officials of P I , I 
Properties Inc , x real estate spinoff of Youth Pride headed by Barry's former wife, 
Marv Treadwell, diverted, misappropriated and stole at least $600,000 from the US 
Government whije running the CliftohTerrape apartments 
Treadwell, leader of Youth Pride since its founding, hAs denied any wrongdoing 
Knowles denied m an interview ,this week that she Bad instructed Peterson to 
drop the Labor Departments planned Pride investigatioVjpr political reason "I 
know I didn't, " she said Knowles said she vetoed the Pride* investigation because 
the Labor Department was conducting two audits in the Pistnct of Columbia and 
"that was enough " 

Peterson and Paul Lehnnan, a senior Labor Department' investigator, had formal- 
ly notified Knowles in a memorandum June 11 of plans to begin a comprehensive 
investigation of YoUth Pride Inc on June 21 with a team of three auditors and two 
investigators 

The Decision to investigate the organization followed earlier reviews of Youth 
Pride books b> Labor Department auditors who in examining the period from 1967 
to 1,»76, found records missing, ledgers kept in pencil with numerous erasures, and 
at least »27o,00Q in questionable expenditures 

An examination of Labor Department records on Youth Pride showed that 

Auditors examining a $2,561,470 contract with Youth Pride reported on Oct 4, 
lf)71 that they "could not locate a budget prescribing in detail amounts and pur- 
poses for which federal funds were made available " They said they found, however, 
"lack of qontrol over payroll advances," "failure to reconcile bank accounts' on a 
current basis," and "inadequate inventorv control over federal property and equip- 
ment ( « 

Two private accounting firms attempting to audit a $1,470,848 Labor Department 
contract with Youth Pride found the records imsuch disorder that the audit could 
notJ>e conducted Officialb of one of the firms, Opalack and Co, wrote on Dec. 28, 
1977 "The general'ledger is handwritten in pencil, many of the accounts show 
erasures and rewriting of complete pages, numerous postings could not be traced 
from the cash disbursements journal to the general ledger, a chart of accounts was 
not available ;* * 

Labor Department Auditors questioned $85,379 66 m Youth Pride expenditures out 
of federal funds including $7,061 for 29 employes to attend* the Congress of African 
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Peoples Conference in Atlanta in September 11*70, and Jl foi.un*Afpportod ur 

unauthorized supplies m 19*> l ) and 11*70 

This wda the backdiop to the recommendation bv ( Peterson and Lehrmuti that 
Youth Pride -be audited starting June 21 

'We chube Pride because, based on past audits, we believed there was something 
wrong there," said a former top member oi the inspector general's staff 

In notifying Knowles of their intentions to lauifch the investigation, thev added 
that thev would inform Ban>'s office *ind the DC Department of Manpower and 
included a letter of notification to TreadwelL the head of Pride, for Know ie* to sign 

Knowles' response, according to Peter bon s affidavit, waslo tell him We're opt 
going to do it 

The Labor Department stib^equehtlv found another program to audit instead, in 
Milwaukee * 

One of Knowles special .assistants Sheldon D Repp, implied that Peterson had a 
personal ax to grind in charging that the Pride audit was vetoed fot political 
reasons 

"Peterson is an e\ -employe who didn't get the top audit job'' on a permanent 
basis, he said "You can draw your own conclusions " • 

Peterson, who had served almost a year, as acting audit chief, was passed over for 
permanent appointment to the job a month after proposing the Pride investigation 
He subsequently took hi» current position as acting audit chief in the Agriculture 
Department 

Several cHher current ihembers of Knowles' staff at the Labor Department also 
sav that Peterson told them the Pride investigation was being killed for political 
reasons immediately after he met with her v 

He haH no reason at that point to tye disgruntled or* to he because it wasn't for 
another month that he learned he was being passed over as chief auditor,' one of 
these staff members said 

Wendv Rhea, a former program analyst on Knowles' staff, said in an interview 
that Rnowleb was "politically extremely sensitive ' 

'The auditors had Already been in touch with Marion Barry," Rhea said 'fie was 
already touchy became of a case about improper hiring bv the Citv Council Then 
we raised Youth "Pride and we were told by Knowles that 'it looks like you're 
picking on Marion Barry and we're trying to work with him ' ^> 

"At that point, Barrv was doing well with Congress and the [Carter] administra- 
tion and Knowles didn't want to come up against him," Rhea said 

Peterson, contacted bv The Post, declined to go bevond his affidavit regarding the 
Pride audit 

Senator Kennedy When we are talking about the kinds of state-*' 
ments ( that are being made here today— "Did I want to audit?" 
"Yes, I wanted to audit." "Were you permitted to audit?" "No, I 
wasn't permitted to audit?" "Why not?"— and the record will speak 
for itself in terms of correspondence— that smacks to me as politi- 
cal coverup Others can make their own judgments. A think, very 
frankly, th^c that is the way it going to go out on the airwaves 
and in the press reports. 

When we have an investigation that was initiated as a result of 
that newspaper article by the Justice Department, that is related 
to that kind of incident. I think we have some responsibility to 
rYiake that a part of the record at this point * 

I also think that when we have that kind of allegation and 
charge against 'an individual, who has spent some period of her 
life — I have no idea,, but some period of her life—in an enforcement 
and auditing career, she is entitled to be heard at the time when 
individuals are accusing her. 

The Chairman Senator Quayle 9 

Senator Quayle. Thank you, Mr. Chairman 

Let me try to get this in summary for myself. You were the 
Deputv Inspector Gineral in the Department, of Labor for how 
long 0 



ERLC 



o - 




17 

. ' 1 

Mr Peterson I was the Assistant Inspector 
at that time 

, Senator Quayle. And your Jposs was Marjori 

Mr Peterson. That is correct. 

Senator Quayle She was trie Inspector Gene\ 

Mr Peterson. That is correct. ' ^ .. v> . 

Senator Quayle How long was she Inspect^GiemJ^^ 

Mr Peterson I am not sur£ of the exact'^ates, bi^^^psg^sbe 
became Inspector General sometime either in Februar^^gVl^rch 
of 1979-r-early in 1979 ' • %3^T* 

Senator Quayle. February of 1979 9 

Mr Peterson.. I believe f so 

Senator Quayle How long was she in that pQsition? 

Mr Petersonv I left in September 1979. and she continued in 
that position until, I believe, sometime in 1980, but I am not sure 
of those dates. ^ 

Senator ^Quayle. When in 19 < 9 did you recommend to her that 
we ought to have an audit of Youth Pride? 

Mr, Peterson. In June— June 11, 1979. , • 

Senator Quayle. You recommended that we have an audit of 
Youth Pride. When did she say no? 

Mr. Peterson. My memory is that it was withir; a week of the 
recommendation, although she did not respond to my written 
memorandum in writing, she simply called me into the office. 
s , Senator Quayle, Within a week, she said no. 
^ What,is the procedure when you request an audit? Does it just go 
to the Inspector General, and that individual makes the determina- 
tion, or do they qpnirerse with the Secretary of Labor? What w&s it 
before 0 Was there .any change in the procedure of prior inspectors 
General before Ms. Knowles? ' 

Mr Peterson. On a normal audit I would not even have notified 
yie Inspector General, but because we were in fact developing a 
new tool and it was rather sensitive in terms of the surveillance 
part of it, I thought she needed to know that we wef^^going to be 
using it and where we were going to be using that instrument. 
That was the reason for my notifying her that we were about to 
start this audit in Youth Pride. ' ' 

Senator Quayle How long were you* with the Department of* 
Labor, did you say? How long were you the Assistant Inspector 
General? 

Mr Peterso^. I was the Director of Audit for about 10 years. 
Jfou have to understand, however, that the Inspector General cyn- 
cept was only initiated in 1978 or 1979. I was only in the Inspector 
General's office from the time of its inception, but I was the Direc- 
tor of Audit for almost 10 years. 

Senator Quayle. How many other requests for audit were turned 
down? 

Mr Peterson. I have never had a request for audit turned down. 
Senator $1jayle. This is the only case where an audit was ever 
turned down? 
Mr. Peterson. That is right 

Senator Quayle. Why did you want to audit Youth Pride? 
Mr. Peterson. As I said, we had developed a new approach to 
audit The approach was specifically designed to look for fraud. The 



typical audit 'did not^ specifically 'look for fraud. This particular 
instrument was designed to look specifically for fraud It. Mas de- 
signed to be used in a CETA subrecipient setting. 

Pride was a known problem subrecipient with 'a large amount of 
money from the Department of Labor, an<$ Pride Was here in 
Washington^ D.C , where I could pay particular attention to that 
ongoing audit. . 

Senator Quayle. Was there a subsequent audit of Youth Pride by 
the Department of Labor 9 

Mr. Peterson... Not while I was at the Department of Labor. 

Senator Quayle. Has there been a subsequent audit?, 

Mr Peterson. I do not know 

Senator Quayle. You^io not know? 

Mr. Peterson. No 

The Chairman I, do not^think there ha's been, but we would like 
to know. 

Senator Quayle. OK. This wa§ not any special case; it was just a 
mechanism for detecting fraud and abuse, and you decide^ that 
Youth Pride, for local reasons— I mean there 'was not one particu- 
lar fact or any knowledge you had on why you would want to focus 
in on Yoij^Ji Pride at* this time? 

Mr Peterson No specific knowledge. I had knowledge of Youth 
Pride. We had other reports where" CPA firms had reported that 
Youth Pride was unauditabh*— that is to say that the- basic books 
and reQords would not reconcile to the financial statements. I knew 
that Youth Pride was a problem sponsor of Department of Labor 
programs, but I did not have one specific thing that I wanted w to 
look at. We wanted to use the guide on the total of that entity. 

Senator Quayle Did you share this information with Marjorie 
Knowles that Youth Pride was a problem? 

Mf. Peterson. Yes, I did. 

Senator Quayle. Thank you, Mr Chairman. • - 

The^H airman Let me just finish with this: You are not accus- 
ing Ms. Knowles of any impropriety here, are you? 

Mr, Peterson, I am not accusing Ms. Knowles of any impropri- 
ety, nor have I at any point in time. 

The Chairman. You did question her judgment? * 

Mr. Peterson. I did question her judgment— yes, sir— and I 
would continue to question her judgment today. 

The Chairman. In otffer words, you felt that Youth Pride should 
have been investigated and 'you should have been allowed to go in 
and investigate it without question? * 

Mr. Peterson, Yes, that is cofrecf. 

The Chairman. That is all I have. Thank you. ' 

Our*next witness will be Thomas F. McBride, Inspector; General 
at the Department of Labor. . 

Mr McBride, would you raise your right hand? Do you solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, 
so help you God? * 

Mr. McBride. I do. 

The Chairman Thank you. I will turn the time over to you.. 



^ STATKMKNT OF HON THOMAS F. McHKlDK, 1ASPK( 'TOR 
CKNKKXL I)K1* VliTMKNT OF LABOK 

Mr MrBKiut Mi Chairman and members, it -is a pleasure to be 
Here today 

As- this committee is avvarv, earlier this >eai numetoiis allega- 
tions began to surface regarding contraa* awarded m the months 
immediately preceding Januarv 20, IJ1S1 As soon as these allega- 
tions lhiih' to the attention of the Office of Inspector Geheral, we 
revitvved all uf the Office oi N<uional Programs contract files for 
the contracts during th»it period and interviewed most of the Office 

♦ ot. Nitiiinal Programs emplovees x who had i esponsibilitv for the 
contraaon question. * * 

As a result of those initial reviews, we scheduled several areas 
for further in\ estimation In April 19M. certain of these matters 
were discussed with the US Attorney > Office for the District of 

• Columbia, and grand jui v investigation is continuing 

As vou kmjw' matters before the grand jury ape protected bv rule 
fne<, ofjhe Federal Rules of Criminal Procedure— that (s, grand jury 
proceedings are .secret, and as a result I am not at liberty to discuss 
matters under grand jury consideration 

The confnuttee ^taff asked whether we had arty infurniation un- 
related to tlie grand jlijv inquiry as to whether any Department of 
Labor contractor ui grantee had anv business relationship with 
A Green -J Jerman & A;?suciates subsequent to Mr Green's resignation 
U{s Assistant Secretary * 

/ AW have learned of two such instances One of tho>e instances 
• involves the Mel Harris contract which was referred to earlier; 

another, a small contract with the National Council of Negro 

Women 

I have, also been advised that the committee *va* particularly 
concerned 'with our audit coverage of two grantees— Green Thumb 
ahd Southern Vocational Community College. 

First on Green Thumb— we have issued since 1978 11 audit re- 
ports covering about $200 million in grant or contract expenditures 
bv Green Thumb Generallv these basicall} financial audits have 
jhselosed onlv minor discrepancies, with one exception. 

Grefri Thumb had established what was called a "Green Thumb 
Employees' Non-£raudulent Errors and Omissions Self-Insurance 
Fund Basically this fund was established by Green Thumb to 
protect them from uncollectable losses resulting from Green 
Thumb employee errors and omissions ' ■ 

What they did was take grant funds, and put them into a special 
^elf-insurance fund, if^ou will, and also retained the interest 
earned on that fund Our most recent audit, as of December 31, 
11)79, showed that the fund had a balance of abdat §1.1 million. 

We called that to the attention of the Office of National Pro- 
grams, and they wrote Green Thumb in January 1979 and said 
that this procedure was— I forget the exact word— "impj^pey'' or 
''inappropriate" and also said that all interest earned on those 
moneys should be refunded to the Department of Labor 

The Chairman That was January 1J, 1979? 

Mr. McBride That is correct. 

We checked up on it later and found that -no further action had 
been taken to carry out the directions of that letter but that in 



Jun*? 1!>M another letter was sen*. basicalU with the same induc- 
tion 

The Chairman Has the interest been refunded 0 

Mr McBriwc It has not. as of this date t ^ 

The Chairman Wh>. would they put the funds in an interest-' 
bearing account rather than utilizing it for .the purpose oi their 
proposed grant 0 \ 

Mr MlrBRiDK-They tt fated it as an insurance Tirfcd Just as they 
would insurance premiums, thev paid them into a special imprest 
or separated fund, ~s ' ' * e 

The Chairman What do \ou mean by that'* - 
^Mr TMcBride. The notion would be' that the\ would >et up a 
separate bank account in a separate fund 

If we audited and we found, let -u> say, $NH),00(l in disallowed 
costs due to error- -not fraud, administrative errors j-jf ; various 
kifids— ■ then the\ would use tnat fund to pav back the Depaftrnent 
of Labor for the'management or emplo\ee errors resulting in that 
audit finding. — - t 

Obviously, our problem with iU was that they were using our 
grant funds to pa* costs incurred as a result of maladministration 
of our grant funds 

I should note that the Employment anci Training Administration 
recently issued a memorandum to all its regional administrators 
and through them to all prime sponsors and* grantees advising 
Ihem that costs for premium payments or these self-insurance 
payments would not be an eligible tfrant expenditure. 

The Chairman To \oui knowledge, as of today, have the costs 
been refunded to the Department' 5 • 

Mr McBridk They have not Funding; continues to Screen 
Thunib,.^ind we are initiating an audit this week of Green Thumb. 
Obviously, any interest earned on that fund and the question of the 
separate maintenance of that fund will be dealt with again in- that 
audit report, and I think ultimately the Government's interest will 
be protected, from unexpen4ed grant balances. 

The Chairman Let me ask you this. 1 am having' a little bit of 4 
difficulty understanding this First of all, why should they not be' 
allowed to put that mone> at interest if they are not utilizing that 
monev Would that not be an appropriate yvay of utilizing the 
funds during the interim while they are gradually dra\vWdown 
on those funds 0 Should they not put it at interest? And if tSiey do, 
why can they not Jveep the interest? 

Mr McBride * Basically, the grant is set at a dollar figure after 
whatever negotiation or competitive process irr the case of con ; 
.tracts occurs That is the figtlre that is to fund the activity de- 
scribed in the grant or contract. Interest earned on those moneys 
belongs .to the Government Otherwise, by excess drawing down, let. 
us sa>, on a letter of credit, a grantee could accumulate millions of 
dollars and use it for nongrant purposes. 

The Chairman That is what the} had been doling then. In other 
words, the interest they had been using to pay insurance premi- 
ums. 

Mr McBride No, they did not pay premiums, what they did was 
set up their own self-insurance fund, and the interest on that fund 
simpry reverted into the fund itself and then accumulated. <. 
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The Chairman. And thev rfeve been informed that that is not 
right? 

Mr. McBride. They haye been informed to cut it out. 
The Chairman. And they have been informed to refund the 
funds after January IT, 1979, and then again on June 1, 1981— 
* almost 3 years later— and they still have not done it? 
Mr. McBride. That is correct 

The second grantee thaf the committee had particular interest in 
was Southern- Vocational College. We very recently— yesterday, I 
believe— issued an audit report to ETA on Southern Vocational 
t College in which we noted their demonstrated inability to properly 
administer an $870,000 Labor Department grant fop the period 
ending March 31, 1980 

This grant was basicallv a grant to provide classroom training 
and services to migrant workers in three Southern States. ' 

We took exception— of the $870,000— to 'about $628,000, of which * 
$2h0,000 was costs recommended for disallowance. In other words, 
that is a f^irlv firm auditor finding that those costs should simply 
be disallowed— that they were not appropriately charged to the 

* grant. That is about one-third of the totaj grant funds. 

In addition, we questioned $242,000— about 29 percent of the 
grant. "Questioned" may mean that some will be disallowed;- it 
ma> mean that inadequate documentation has been provided to 
support the expenditure It is a somewhat gray area which, after 
t review and negotiation, will probably result in some disal^wance 
sjbort of that total of $242,000. 

Finally, we noted that they had charged the partitipants in the 
program $105,000 in tuition and other fees for books, and so forth, 
and did not report this as program income. In effect,' we paid for^ 
that tuition and book monsy, and then they charged the partici- 
pants. So they obtained a profit, if you will, equivalent to "$105,000. 
. • The Chairman. And th^t was not part of the grant approach 
that they were obligated to follow? 

Mr. McBride. The grant would have to have been clear one way 
or the other. Any income of that sort generated for services to be 
provided under the grant would be treated as income and offset the 
grant expenditures, thus reducing the Federal Government total 
, grant expenditure. t 

. I should note that in March 1979, because of the audit problems 
we found? one of our audit staff actually went to Southern Voca- 
tional with a member of the ETA staff and did an onsite assess- 
ment of the fiscal integrity of the grantee and its administrative 
v ability under the grant. 

" < We reported to the head of the migrant program in ETA that the 

* iinancial management system was very poor, and frankly we be- 
lieved that trjp grantee was incapable of administering.the DOL 

'„ grant and that ETA should suspend funding or, morejaccurately, 
consider suspending funding. 
4 - ETA was at the same time made aware of similar findings by the 

Alabama State' Department of Education/ by the HEW Audit 
„ Office— the I.G.'s Audit Office— and by certain allegations that had 
been Conveyed to ETA by the Federal Bureau of Investigation^ 
ETA, rather than cutting off the grant, simply revoked their 
letter of credit but put them on. a cost-reimbursable basis, which 

- ER?C ...... 2Q ' 
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really made little difference because they were still bein|*paid in 
response to their own vouchers as to costs incurred under the 
grant. 9 

The Chairman. When did ETA do that? 

Mr McBride That was, I believe, in mid-1979. I do not have the 
exact date. 

We are, as I mentioned, undertaking an additional audit right 
now of Southern Vocational College, and we will be looking at the 
expenditures under the continuing grant. There is also, a fairly 
serious indirect cost question which we will directly be addressing 
in that audit. J . V5 

Those are the areas in which the committee expressed particular 
interest. I am quite willing to answer any questions you or the 
members may have, Mr. Chairman. 

The Chairman. Mr. McBride, we appreciate your position with 
respect to the grand jury proceeding and tljose areas covered under 
the Rules of Criminal Procedure. 

Upon completion of the grand jury consideration or whenever 
appropriate, would.you be kind enough to forward to the commit. 
tee a a complete report on these matters? 

Mr. McBride. We certainly would— on the disposition of what- 
ever criminal action ensues. 

The Chairman. Thank you. 

Can you identify those {wo instances of grant or contract rela- 
tionships that your office has learned of independent of the *?rand 
jury investigation? \ m & 

Mr . McBride. The two that we are aware of are the Mel Harris 
Asso^tes-as I understand it, : Mel Harris Associates, which is a 
consulting firm specializing^ the employment and training area 
was reamed by the Mobile, Ala., prime sponsor to help the phase- 
out ot the public service employment program in that area 

They retained, in turn, Green-Herman & Associates af'a fee of 
approximately $7&,000*to assist them in that public service employ- 
ment phaseout cpntract, x " 

The Chairman Do you attribute the $75,000 as an indirect pay. 

*! a £ esult of f TA fun>Js bein £ P aid ^ Mel Harris? 
^Mr. McBkide. Yes. Thpse would be directly supported by the 
Federal grant to thfe CETA prime sponsor. y 

The Chairman. Then I take it you would disagree with the 
attorneys letter which we 'received from Green-Herman stating 
that there were* no funds directly or indirectly given* to Green- 
Herman from any grantee? * 

Mr, MqBride. It appears? to me to be a case of indirect Federal 
g n passin S throu gh to Green-Herman. & Associates. 

The Chafrman. In your experience do you knpw of any other 
way it could be characterized, having done the audit work that you 
have done? * J 

Mr. McBride. We have not audited the particular Mobile 1 or Mel 
Harris contract; but based on what I understand as I have just 
described, I know no other wa> to characterize it than, as an" • 
indirect payment of Federal grant funds. ' . 

tr^ts? CHAIRMAN ' Al " e y ° U planning on audit ing those two con- 
Mr. McBride. Yes, we will: 
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The Chairman. Then at that point you will report to us and let 
us know — confirm or unconfirm— whatever your findings are? 
Mr. McBride. Certainly, Mr. Chairman. 

The Chairman. But your present belief is that literally that was 
an indirect payment as a result of contract awafd? 
Mr. McBride. Yes. 

The Chairman. In fairness, is it true that these two matters — 
Mel Harris Associates, and I believe you mentioned the National 
Council of Negro Women? 

Mr. McBride. Yes. That was a small training contract 

The Chairman. In all fairness, is it not true that these are not 
matters presently being considered by the grand jury?' 

Mr. McBride. Oh, no; they are not. They are totally separate, 
and I would certainly not be testifying concerning .them were they 
under the coverage of the U.S. Attorney's Office., 

The Chairman. With regard to the Green Thumb self-insurance 
fund to cover future disallowed costs, you have stated that the 
Office of National Progiams informed the grantee in January 1979 
that this was improper and that this June— 1981— ETA reiterated 
this point. So I assume, as you have said today, even up to today 
the practice is still continuing and they have ignored the letters. 

Mr. McBride. We verified it as of yesterday. It is still continuing. 

The Chairman What does the Department expect to do about 
this? 

Mr. McBride. I would expect that the new leadership at ETA— 
and I have had the opportunity to ; work quite closely with Assist- 
ant Secretary Angrisani— will take affirmative steps, one, to collect 
•t;he interest on that account; and, two, to make sure that such an 
account is not maintained. As I mentioned, ETA has issued policy 
•instructions to all its field people and through them to the prime 
sponsors, stating that policy. 

Since they are receiving continuing funding at a fairly sdbstan-. 
tial level, I do not expect that the Government will have lost any^ 
money when we finally do the close-out audit, and any interest 
earned on that account will be offset against grant funds. 

The Chairman. I see. 

With regard to Southern Vocational' College— and we will be 
exploring this in more detail later— you stated that this audit, 
although released as a final report yesterday, covers the period of 
September 1978 through March 1980. Is that right? ^ 

Mr. McBride. That is correct. 

The Chairman. A preliminary report we will be discussing later, 
dated March 29, 1979, from Gerald. Peterson would be concerned 
with ttfl same grant, the 'same funding, . and the sanfe allegations 
now confirmed in your final report? 

Mr. McBride. It would be dealing/with the same grantee, but it 
would be dealing with a different grant period — an earlier grant 
period. 

The problem is that the financial mismanagement practices obvi- 
ously began under a prior grant and continued during the grants 
which we recently audited. 

The Chairman. Would it be fair to say that the indirect cost 
question iri your final report laoks document and support to this 
day-ail $116,000? 



Mr. McBride. The indirect cost issue, which is really the small- 
est dollar issue— we had much more serious dollar findings — is a 
somewhat "technical isstie. Every grantee has an indirect cost per- 
centage— 40 or 50 percent, I think, in the case of Southern Voca- 
tional. That is initially audited in this case by HEW, which is 
another Federal funding agency. 

. We had serious questions as to whether the basis on which that 
indirect cost rate was set were accurate. We are going back in to 
that grantee to cover the indirect cost element as well as the other 
financial management issues we dealt with before. 

-The Chairman. You have stated that as a result of the March 
1979 visit to your office— this was Gerald Peterson's memo to Lind- 
say Campbell, head of the Migrant Office in ONP— you recom- 
mended suspension of funding, but ETA chose only to put the 
grantee under a cost reimbursable system requiring monthly re- 
ports ^nd invoices— both drafted, by the way, entirely by the grant- 
ee itself. 

Your office never sent any preliminary report prior to April 1980 
to the director of ONP which exonerated the grantee or stated that 
in essence the allegations were not true? 

Mr. McBride. We did not. 

The Chairman. We would appreciate your reporting to the com- 
mittee on the final update of the $697,000 spent from March 1980 
to the present. . 

Mr. McBride. We will certainly do that. 

The Chairman. Let me just say this: As I understand it, with 
regard to this grantee, you questioned some 62 percent of the 
grant; 29 percent you characterized as "questioned," and 33 percent 
you recommended for disallowance. And there is some question 
about the $103,000 for tuition and book fees. 

Mr. McBride. It is up v to 70 percent almost. 

The Chairman. That you seriously question? . * 

Mr. McBride. Ye%. . 

The Chairman. We appreciate your personal appearance here 
today. We may have some further written requests oft you. We 
understand the grand jury problem and will of course try to under- 
stand it in the future. 

Senator Kennedy? 

Senator Kennedy. I have no question. 
The Chairman. Senator Quayle? 

Senator Quayle. I would like to back up to'the. previous testimo- 
ny. Were there any subsequent audits of Youth Pride after the one 
turned down? 

w Mr. McBride. There was what I would characterize as a some- 
what routine subsequent audit. That is, the prime sponsor— in this 
case the D.C. prime sponsor— under contract had audits conducted 
of Youth Pride, which was a subgrantee. 

More Importantly, however, as you are probably aware, a fairly 
large-scale investigation under the aegis of the U.S. Attorney's 
Office for the District of Columbia was conducted of Youth Pride. 
My understanding is that the records,, such as they were'— unaudi- 
table, as characterized by Mr. Peterson— have been very thorough- 
ly examined in the course of that investigation; and that is still 
ongoing. 
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Basically for that reason, we have not conducted any subsequent 
audit. That is N the U.S. Attorney really has taken over the matter 
and is thoroughly auditing and investigating-all the Youth Pride 
operations. : 

Senator Quayle. So the investigation is still ongoing by the 
Department of Justice? Is that your understanding? 

Mr. McBride. That is my understanding. 

Senator Quayle. You said, "The Employment and Training Ad- 
ministration recently issued a memorandum^ to Prime Sponsors 
advising them that costs for premium payments for Errors and 
Omissions Insumnce would not be an eligible grant expenditure." 

Mr. McBride. That is correct. 

Senator Quayle. What would be an eligible grant expenditure 
along the lines of liability for employees, boards of directors, and 
others? Are they allowed to purchase any insurance from these 
moneys or not? 

* Mr. McBride. Not using grant moneys. 

Senator Quayle. No insurance at all? ^- 

Mr. McBride. No. The basic problem we have with it, Senator, is 
that to the extent one is insured against mismanagement, you may 
be creating incentives to mismanagement. Sq we have adamantly 
opposed the expenditure of grant funds for that purpose. 

The question as to whether from their own funds they wish to 
procure insurance, as you would a fidelity bond, poses a different 
set of questions; and I do not feel quite as gtrongly about that. 

Senator Quayle. But from Federal funds there can be no expend- 
iture for any kind of insurance for personal liability? 

Mr McBride. That is correct. Federal grants funds can be used* 
to purchase fidelity bonds, automobile liability for bodily injury 
and property damage, or other insurance covering liability to third 
parties but not for purchase of insurance to co^er mismanagement 
or personal liabilities. \ 

Senator Quayle. Thank you. 

Thank you, Mr. Chairman. ? 

The Chairman. In fairness to Green-Herman, I Ijave a letter 
dated Apr. 3, 1981, signed by Green-Herman. Jn fact, it is signed by 
Alexis Herman and Mel Harris. It is to Mel Harris, and it says 
this: ' * 

This document serves as a formal letter of agreement between Mel Harris ,& 
Associates, Inc , and Green-Herman & Associates, Inc. Green-Herman & Associates 
will enter into a subcontracting arrangement with Mel Harris & Associates to assist 
with the transitioning of 700 EOPP Public Service Employment (PSE) participants 
ajxd the administrative and close-out technical assistance for the Mobile County 
(tons^rtOm 

^Are you aware of this letjter? 

* Mr. McBride. Yes, I am. We have that in our investigative files. 
The Chairman. It does, happen to do with the Mobile County 

Consortium, and I take it that isthe reason that,you have tied this 
in — the $75,000— as an indirect payment out of grantee funds? 

Mr. McBkiDE. Yes. ^ 

The Chairman [reading].* 

Specifically, Green-Herman & Associates, Inc., agrees to provide the following 
serviees in its subcontracting relationship: * 1 , 

In the transition phase Green-Herman & Associates, Inc. will: 
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fl) Assist EOPP in implementing necessary procedures to accommodate smooth 
transitioning of participants, 

'2> Coordinate an advertising campaign directed to the general public and poten- 
tial employers; • 

i3) Assist EOPP in, developing a feedback mechanism of participant information 
from the various sites and sypport staff; 

<4i Assist in convening a meetfng of the PIC, ES, overemployment and training 
programs such as WIN, Job Corps, Title III projects, business and labor groups to 
write the local re-employment plan, 

(5) Assist with documenting the termination of PSE participants 

In the administrative and close-out technical assistance phase Green-Herman & 
Associates, Inc , will* 

' li Assist in the close-out of the administrative structure and staff, 

<2) Conduct an evaluation of the-Mobile project, 

(3) Submit a written evaluation report 

Green-Herman & Associates, Inc", understands that the time framework for the 
prime and subcontracts 

Are they referring to this contract that yooi were referring to? 
Mr. McBride. Yes, that would be the subcontract. 
The Chairman. So that is how you tie it in, then? 
Mr. McBride. Yes. 

The Chairman. OK. Is it possible that Mel Harris & Associates 
actually had other moneys that they gave to Green-Herman, other 
than the $75,000 from the grantee? 

Mr. McBride. Until the audit is completed I cannot be absolutely 
certain. It appears, to me' from the documentation that you have, 
which I have also seen, that this was to be paid for out of the 
Federal grant funds received by the prime sponsor. 

The Chairman. That is the way it does look, but you will check 
on that and let us know? 

Mr. McBride. We certainly will. 

The Chairman [reading]. 

% Green-Herman & Associates, Inc , will accomplish all of the listed tasks during 
this time period GreenrHerman & Associates, Inc., will require 2,380 hours of staff 
and consultant time at a total fixed personnel cost of $63,070. The evaluation and 
report will be a fixed cost of $11,930 Thus, the- total fixed cost of Green-Herman & 
Associates, Inc , subcontract with Mel Harris & Associates, Inc., is $75,000 

Green-Herman & Associates, Inc , will require one-third ($25,000) of the $75,000 
subcontract in a single advance payment, due upon signing of this agreement The 
remainder of the fixed cost contract ($50,000) will be invoiced in accordance with the 
billing process of the prime contractor over the life 6f the contract 

By "prime contractor," whom did they mean there? 
Mr. McBride. That would be the Mobfle consortium. 
The Chairman. Which they name earlier in Ais letter? 
* lr. McBride. Yes. 
!he Chairman. OK. 



Gfeen-Herman & Associates, Inc , is pleased to enter into this subcontracting 
agreement with Mel Harris & Associates, Inc , effective this date 

So^that is one of the reasons that you have come to the conclu- 
sion that they have had at least indirect funds knowingly from the 
contractee? 

Mr. McBride. That is correct. ^ 
The Chairman. Thank you, Mr. McBride. We appreciate your 
o appearance here today. We would appreciate your following up and 
k sending us any followup materials you possibly can* 

Mr. McBride. We certainly shall. Thank you, Mr. Chairman. 
The Chairman. Thank you. * 
[The prepared statement of Mr. McBride and additional material 
supplied follow:] 

ERIC 31 > ' 
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*w t r *s Cc^" 1 1 a.>a*re, earlier tris ; ear nu~croj£ 

aii^at.on.- t-j.a-. to »-r:ace re/a::.^ these contracts 
sr^itl^ tt: .'j'.^r^ 2 C , 19il. At soor. as tre allegations 
ca~e tc f : attc't.o:. oi t;e» fff.ee of lns't?t:r General 
a~ i' t^t.^atior, ..a^ bc-j\. l.ii-erous contract file.- 
a .store.: i_ t.ne ' f i.ct c: National ?rog:a- ; (ON? J an:: 
all, cf tne 6 A contract f;les a ere ^re-: c< ■? J b : the Office 



of 1 error '.cn<_ra: a-e-ts. . v ost of the 0\: 



e~p ^o^ ec s 



\:t> ur:-.-tiati'c res;- or sib* li t\ for they contracts in 
c :-.'it::' ha* - t -e n i ; t e r m ewea . As a result of these 

\ 

lrter-'ieAS an>? f.le examinations several areas vvere ' ' 

lJent.-icJ f : r farther investigation. 

In Af-ril v-c *J i scasseJ certain of these matters '*ith 

r 

* tne Office of the tmtel States Attorney for the^Distnct of 
Colu-L.a. A jrd-.^jury, investigation is r recently underway. 
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As you know,, masters before the grand jury arc required 

h. the Federal Rules of Ordinal Procedure to be ke:.t 
f 

secret ana I a*n there: o: e p/ecludtd fror, discussing tho^e 
matters. Com t tee staff as-;ed whether we had any 
evidence, w rl -'ich we could d^rc!o*e , as to vmet v er ar^ ^CL 
contracted or jra^teci K: 3 a**., Usi^t-;. rel-it.orr u .' v.th 
'J : l - - <_ v a • n £ - j r . a t ; & - : - £ _ e ** t t e 1 ' : . Mit'.:'? r e s i rat.:' 
^s^: ta r t . -.jretar^ c: Labor. v.. --a* l Kamed, .'Jc - "ie: 
of t - c • : -r * ; . ; : -r ^ ~ t . • - : . o r , c : t . sue 1 . r £ tance ? . 

I dr~s-t rr>_d.~t - : . r^c^ io~;sr t::s mves ti -a t icr a: 11 
ta«. s:;ct fc ie--:' c: t t . * "est. lation w.-ll he deterr.nei 
b ; r e s - 1 : £ of tre ' A :r\ -ress^tl^ under ,a\ . 

I ha**e also peer ad". s»_ j t at trie Co-^i ttee was 
par't.c-ilarl^ conrcrne: *_tr o-r a-d.t efforts: per ta . mr^ to 
two ~;rantee>h, Greer. Tr-~h an.: to-tberr. Vocational Co~~unit} 
Col lege . 

First,, Greer. TnuTh . Tnc Office of inspector General 
has issued 11 audit reports or. Green Thu~n coterim o er *S2Cf 
~*Ilion e..^c- d. ure,, 5 .nee •! 37 Z . * "Generally or,!"- rir.cr 
exception 3 *er& note J. Fci c\a~;le, in our last retort,, 
issued in Sepie^ner l?oC,, w t covereu tre expenditure of 4 $62 
miliisn and or.l J q-e^tioned $34, 000. ETA subsequently 
dacallow — $H,: n . 
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Each of tr.e last four audit raj or ts ,* however notes 

i 

that the Grantee, uith DOL approval, establishes: a "Hreer. Tr u~ l 

E*' r lo,ees Nor*-F raadulent Errors ar.J Or issuer. Self Insurance S 

FunJ." T w ii- fund wa^ established by Grec 7 r j~t; to ^rot^ct < 

the ^rantee fro", ur col iect lb lc lt?sses refuitm; f rc" r — - 

t ra-j-iont errors a-: o-.?^.or.s^c: > e^ ^ ? 1 e~; 1 "» u?. 

T - c * . ^ « * i 1 - a r - i - * e : a t e i e • 1 1 r v 1 ^ : : o- o r . a : ' ^ s t c r r " 

c_, . a r t« ct'ti^ct: ar - fr_ .^u:c;t ca»rt- f... : u\ . 

. • I., ' » ^ , 
*. * 

r v- 1 . t r e • c : t 2^',uJ t r a • a ? o : Lc:L"..cr 31, 1 9 " % 
t~o :Jn . 'ha.; a :.j.a^cv o: SL.l -.11 ion, °7h l a j : i t re: .rt 
stat'-- : .at t l <. r.r*.ctci c: t-e Office c: Nat-o-.al* #ro::ra~ ? 
:ci V »i %t. », a letter -ate J Ja" uai^ 17, 1973, 

a- *scu .r<o-* . r ^~z. t v at t-is proce/.jre '..at r-rr-icr. Tne . 
letter f-rt..cr stated trat all interest cure; c - o^.b ronics 
shoalJ be *£>:ur„el to fc r.e; ardent. T^e.* c Jirect.ons 
uere re . te*ra-te J . r a Jun-j 1, 19 31 lotto: f rorr Ei; to the 
grantee. 

: :r_~tl # , several' CEw\ Prime Sronsors re:je?te». tr t 
, k 

Le art** en: 'to alio. CETA funis to be used to purchase "errors 
an J o^.c^ior.s insurance." This t\ pe of insurance is ' 
surr. ilar to the Croon Thurso Errors and emission Fund in that it 
provides inse.tr i i a cat ion to o^ver the grantees' liability to 
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the Department tor audit disallowances. We took strong 

exception to the use of pooled grant funds in the form 

^ of premums to pa;, back disallowed costs to the Federal* 

Government. Errors and Omissions Insurance and similar 

t * 
reserve funds c6 not represent sound go- ernment financial 

management rract.ces "as it v»ould permit grantees to do 

ir, Jir&cti, * k at*car.not Ic done d irec t 1\ under the Act and 

requiatio^j. * " 

T .o Er r lcvnent a-- Tr^m.-^ Administration recently 

issued a re-oranuur to Prime Sponsors advising them that 

cct»ts for cre^i'J^ ; a ^ "c:. for Errors and On ss ions 

>t » • 

Insurance ;.ould not oe*a- eii^cle gra~t expenditure. 

he recently a*ar-ed a cor tract to a CPA firm to audit 

$172 mil. on ir'LCL gra-t fuhds pro 1 iced to preen Thumb since 

the period covered oy, our prior audits. Tr.is financial and 

i 4 

coy.pl. ance auuit; *s iust beginning. The audit will take 

_/ 

exception to a current or past charges for reserves for audit 
dirallo/ ances. 7~e rc^rt will also re *uire that all interest 
earned or the fund be tr< 

against yrant costs. 

\ 

Lastly, Southern Vocational College . Yesterday, we 
issue- a \cry crit-cax audit report to ETA concerning Southern 
Vocational Corn-unit:. Co* 1 C-j^ ' s .inabi li t} to r properlv administer 
an $873 ,, 003 VCt jrant f or " the, per lod September 1, 1978 throuqh ' 
Karen 31, 1*03 0., Tno primary purpose of this CETA Title III 



eateu as program income and offset 

\ 
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Section 303 grant was to provide classroom training and 
services to migrant and seasonally employed farmworkers < 
in the States of Alabama,, Georgia and Mississippi who 
suffered chronic seasonal unemployment and underemployment 

\ 

m the agriculture industry. The objective was to train 1 the 
participants in health occupations and place tner in gainful 
e~plo^rent in t"e health-care industry. 

Tr.e a-d 1 tors took exception to $6 28 , 00 0 ,, or aoout 751 
of tre'grar.t expenditures. The financial managements 
wea-'.resses noted were of such severity that it is clear 
tr.at tr.is grantee did rot ha 'e tne capability to administer 
Federal funds. The audit disclosed $280, COO in costs * 
recommended for disallowance (33* of total reported costs) 
and $24 2 , C ; C of questioned costs (29^. of total reported costs) , o 
In addition,, the auditors noted that the grantee improperly 
charged $103,000 in tuition and biok ( fees to participants 
\et failed to report this as progrlam income and offset this 
against the costs char 900 to the grant. * 

The cis&llowed cQsts (clear violation of the grant 
requirements) resulted from such findings as >the graiitee having 
ineligible participants^ making lmplc^p^r^ a llowance payments, 
and charging instructors salaries to the grant when CETA 
participants were not in the instructors' classes. 

Tne major cause of the questioned costs included costs 
charged to the grant without sufficient documentation and the 
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questioning of all $116,000 in indirect costs, All indirect 
costs were questioned as a result of indications 0 f the 
unsupportjability Q f the established indirect cost rate of 
46% of direct salaries and wages. This rate was previously 
negotiated by HEW, the Grantee's cognizant Federal agencv/ 
and used as the basis for the indirect costs charged under 
this contract. 

y.r: Chairman, in March of 1979, a representative of the 
-Stffice of Inspector' General, along with an ETA representative, 
visited Southern Vocational conruniti College to assess the 
fiscal integrity of this grantee and its ability to 
administer the DOL grant. ^ We reported to the 'head of the 
Migrant program that the financial management system at the 
College was extremely poor and we believed that the College 
was incapable of administering the DOL grant. Furthermore, 
we recommended that ETA consider suspending funding pending 
the results of an audit. 

The file shows that e?A was aware that similar findings 
were^ noted b ; the staff of the Alabama state Department of 
Education, the FBI, and the HEW Regional Audit Office. 
The file further shows that HEW froze all funds but that ETA 
chose, instead, only to revoke the College's letter-of -credit 
and put the College on a cost reimbursable basis. 

Finally, the CPA that performed the audit just discussed 
will shortly start an audit specifically directed to the 
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indirect cost question as-well as an audit of the costs 
expended by Southern Vocational College under a $697,000 
Youth Employment t and Training Grant during the period April 
19 zZ to September 1981. 

y.r . C:.a*rr,ar, I would be^ leaded to respond to an a 
-\ t.^ns • ou or the Comrittee me~lefs have. 
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'iCmlcfc £>lcxlc& £>cnale 



*'U.M.IO~ DC 



June 23, 1981 



Mr Ernest Crcen ' 
Crtcn*herman and Associates. Inc. 
U20 Connecticut Ayenue. N 
10th Floor 

Woshin t con, D C. $0036 * 

Dear Mr Green. > m 

1 

The Comroittei on Labor and Human Resources is. currently con- 
ducting an oversight inquiry into Labor Department contracts and 
grants let under /the Comprehensive Employment Training Act since 
June 30. 1980. to assUt us in this inquiry. I would appreciate 
your providing the co^it c ee « list of any and all contracts sub- 
* contracts, grantfc or subgrants that your f X rm has received since 
its incorporation in January. 1981. Where subcontract* or aubcrants 
are involved, please specify the prime contractor or prime crantee 
a Ho specify the date that contracts or subcontracts, grant! or 
Sudanis werc recelved an(J 1Ut zht dolUr amounc Q | J ach 

of ,! n ul! 1 !!!; Please, nrovide the committee „ich an accounting 
!i / lved frbra prxme or subcontractors under any and 

tl il 5 \i !l granC ° r concr " c programs, i.e . Social Security. 
Smdll Business Administration. Department of Education et al If 
your firm has set up afly service projects utilizing Labor Department 
^und*. directly or indirectly, please specify. 

'A \ to A rec f iVe your, response by the close of business Thurs- 

f! y M l y ^/"y^inquiry regarding this request should be directed 
to Mr Dan Ci 1 1 of the committee staff at 224-9285. 

Your c/ooperation is greatly appreciated. 



Sincerely , 



v 



Orrin C. Hatch 
Chairman 



OCH/dge 

/ 



/ 
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FIN LEY. KUMBLE, WAONCR, HEINE UNDEKUERO * CASEY 

U20 CONNECTICUT AVtNUr X W 
S1J1N0TON, D C-20036 

(*0*l «0©0 **** 



nut* •«« ■•■« - ' *x>i« 

mil st **0O 



!©»• C •"•»♦•« »»«» 

(•on 8S7-4466 k o»»«in» tv.«*o»»»j 



July 2, 1981 



^1 



;he Honorable Orrln G. Hatch 
Chairman 
Senate Committee* on Labor and 

Human Resources 
302 Senate Courts Building 
>*Wite<J States Senate 
Washington, D.C. 20510 



Dear Senator Hatch; ^ 

As Counsel for Green-Herman and Associates, Inc. 
("Green-Herman") we are authorized to respond to your 
.letter request to Green-Herman asking that the Committee 
on Labor and Human Resources ("Committee") be provided 
with (1) "a list of any and all contracts, subcontracts, 
grants or subgrants that 1 (the] firm has received since 
its incorporation in January, 1981" from the U.S. Depart- 
ment or Labor under the Comprehensive Employment Training 
Act; (2) "An accounting of all funds received from prime 
or subcontractors under any and all other federal grant 
or contract programs;" and (3) an enumeration of "any 
service projects utilizing Labor Department funds, directly 
or indirectly." 

Green-Herman is most willing to be of whatever 
assistance it can to the Committee as it conducts an over- 
sight inquiry into the Labor Department*! letting of con- 
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FIXITY, XU MBit, WA*0 HI 1, UXDEKBZKO * CASE7 • 

b » . 

« , 

The Honorable Orrin G. Hatch ,i 
July .24,1981 •* 
page 'Two * . %1 



tracts ttader the Comprehensive Employment Training Act. 

In^ keeping with this willingness, Green-Herman has con* « 
ducted a thorough^ review of all its ' contractual undertaking 
( «ince January* 198l^and can state unequivocally that:. 
U) it has not received "any contracts, subcontracts, gsants 
or subgrants from the U.S. Department, of Labor under the * 
Comprehensive Employment Training. Act? (2) it has not re- 
ceived any funds from prime or subcontractors under any 
other federal grant precontract program; and (3) it has 
not set up any service projects utilizing Labor Department 
funds, directly 6i indirectly-, • , 

fee trust that the foregoing is responsive, to your 4 
request. ' Green -Herman will gladly provide any additional * 
appropriate information' that the Committee might require. 
" If you or your staff have any further questions' regarding^ 
any aspect of this matter please contact me. 

„ - ATS 

* Sincerely, • * 



JMC/alg 
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♦k»l njt ris ' ' 1 ' # 

J" 1 i r» is S A*-«.ociat<-s , Inc. 
'j/>t .'odd Avenue North 

• . v 

0. or : . . — \ 

This docw^nt serves as a fonnaVletter of agreement between Kcl i:»i»ri$ 4 
/^soci^ies, Inc., and -Green- Kenyan S Associates, Inc. Green -S'crs in X 
A .oti.itos will tnler into a subcontracting ano^.* nt with flcl f!m i is A 
As*-Ocictes 4o assist with the. tionsi t ioniwj of A»0 Itj.'P Publu '.*^vi«c 
fiplcyrnt (PS£) participants and the administrative end closc-uut ual 
ri'.sist.iifce for the N-cbile County, Consortium. * % 

Sp^ifitany, GreLn T h'ei-... { in & Assoc^tcs , Inc., agrees to jiroviOo the lollop 
. ing services in its subcontracting relationship: 

. * ■* . * 

In t«io It.MiSition pl^se Green-lienrum X Associates, Inc., wil.1- 

Cj?) " Assist fOPP in iinple.JK?nUng necessary procedures to % • 

acUtei^rttc v iooth transitioning of participants; 
*• • # 

x (?) Coordinate in advertising c.t.n^ai^n directed to the 
^ general public and potential employers; * " 

(3) Assist 10PP in developing a foriback mechanism of 

rt — • irt ".ci r-oftt i r f f c«v.* I i on' f rott the v^r i ous y t cs a nd \ * 
• *;vor.t * tif f ; # 

(4) )n convening a meting of the PIC, IS, other ' 

4 i ploy«nt c.itd training programs such as KIN, Job Coros, 
ill jVuj^is, business add labor groups to write 
, » the l<«ol rc „ t Oey " nt plan; 

• (5) Assist wt^h* tiocu .Citing tl.e. Icr.r.lnricion/of PSC participants*. 

In /• 1 ifiitvi rulfcv r,r»d cl"*»e £u"t -«i.j.i*al i"sis;,in v e pk, .r •fiivi-r, ''.it, \ u 
f i<t tele*, Inc., „ v 

(I) .' wist- in ;*ic- close -out o; thn .^.linisii <jlivo ?li uU<it<o and;..' i. 1 
(?) CorrJi/it an f./aluction of the f.ubile project; ** 
«i«tb.h>t a written evaluation report. * 
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Greeri Merman & Associates, Inc., understands that tr.e ti"*.e framework for 
the prune and subcontracts is April 2, 19S1 -September 30, 1981. Green- Ke rfi.cn 
& Associates, Inc., will accomplish all of the listed tasks during this tine 
period. Green-Herman & Associates, Inc., will require 2,380 hours of*s_taff 
and consultant time at a total fixed aersonnel cost of $63,070. The evalua- 
tion and report will be a fixed cost of $11,930. Thus, the .total fixed cost 
of Green* Herman & Associates, Inc., subcontract with Kel Harris & Associates 
Inc., is $75,000. 



Green-Herman & Associates, Inc., will require one-third ($25,000) of the 
$/5,000 Subcontract in a single advance payment, due upon signing of this 
.iSI£2S. nt - r ema in der / 0 f the fixed cost contract ($50,000) will be invoiced 

"in accd?tfahce with the billing process of the prims contractor over the life 
of the contract. • 



Green-Heraan & Associates, Inc., is pleased to enter into this subcontracting 
agreement with Mel Harris S Associates, Inc., effective this date. 




HfkKflN 
/-Herman & Associates 
April 6/ 1981 




iitl HARRIS 
Harris & Associates, 
April 6, 1981 



Inc. 
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— ^ Creen-Henwan^* Associates . I nc 
^ ■ 
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Creen-Hcnaan t Associate*, Inc. 



229 South State Street 
Dover, Delaware 19901 



Green-Herman i Aaaociatea/ inc 



1120 Connecticut Avenue,/n.w. 
10th Floor 

ftepreaefitative AgencyT Inc. 



Delaware 



r *» tmm 1 ft* I 



January 20, lf»l 
*™ iper pet ual 



Consulting and marketing analyala 
service. f» 



January 30, -1M1 



Ernest Green 



Alexia Herman -» 



4 


Zrneat. 


Green 






Alexia 


Reman 






Alexia 


Reman 






Ernest 


Green* 







21 'S' Street, NW, Washington, DC 20 00) 

700 7th Street, SV t62* 

Washington, D.C. 20024 \ 

* i 

See above » 
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See above 



*See above 
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Green-He roan & Associates, Inc. 



..... ,Si,w «e we; 



IM 



CD 



- ceKTiricATt or rwcoRpowiow 

c 

this xs « airrxrr nxn 

FZRSTi The name of the corporation (harainaftar referred 

« 

to aa the 'Corporation*) Is Craan-Herman 4 Assoclatas, Inc. 

SXCOHDi Its registarad tfflcein the Stete of Delaware 
it to be 1 oca tad at 229 South Stata Street, City of Dover, 
County of Kent; and the name of the registered egent of the 
Corporation In the State of Del a war a et euch addraaa Is The 
Prentice-Bell Corporation System, 'Inc. J • 

TBXftDi The period of Its duration la perpetual. 

POORTBs ' The nature of the bualnaas, and the' object a and 
purposes proposed to be transacted, promoted and carried on, 
ere 'to do any or all of the things Herein Mentioned, es fully 
and to the ease extent es natural 'person slight or could do, and 
In any part of the vorld; vlti 



purpose of the Corporetlon Is to engsge In any lawful 
act or activity for vJilch corporations may be organised under 
the Cenerel Corporetlon Law of Delewara, Including but not 
Halted to, the^ following! * 

(e) To own and operete e consulting and* marketing 
analysis aeryice which will deelgrf for* thoae In the field of 
employment and. training a productivity .package which will provide 
broad -ba sad marks ting strategies, utilising predictive tool a 

euch aa economic forecaatlng and econometric modal s. 

, 1 
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(b) To act aa consultant and adviser with raapect to 
tha moat benaflclal configuration of public/private Mctor, . 
alliencea to maximlsa tha utilisation of tha servlcas provided 
by thoss ia tha field of employment and training. 

, <c) To provide diagnostic services and implementation 
essistancs with respect to labor resource maximlsstlon by 
deeigning and Implementing work forca training and retraining 
programa. * 

<d) To act consultant and advieer with reepact to 
labor relatione, on-site and off-eite relocation assistance, 
and operating methodology to improve the quality and af f iciency 
of employe/ work lif a, 

(a)\*o antira into partnership egreemente in furtherance 
of tha purposes, of tha Corporation and for the production of in 
come and to promote its business, and to ba a gsnsrsl partner" in 
auch pertnarehlp 

(f) To purchase, acquire, hold , improve, sell, convey, 

♦ 

excfcanga, eeeign, releese,. mortgage, endumber, l*eee, hire and 
deal ia reel, fixed and personal property* of every nature and . 
description,^ where soever eitueted, and any and ell right* there 
ia, including f but without limitation, improved and unimproved , 
land, etocka, bond a « eceseercisl paper, mo rt gag a a and mortgage ^ 

notes, deeds *of truat and deed of truet. notee, and other 

- t * s 
securities* 

(g) ,To employ euch persons ea it da am a necaaaary or *" 
proper to carry on the businsss of the Corporation? 



< 
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(h) To tngiQi in «nd carry on anyr other bueinees which ** 
:onveniantly be conducted in conjunction with, any of the bus ins ss 
>f the" Corporetionj < 

<i) To acquire all or any part of the good will, rights! 
>roperty and bueineea'of any person, firm, eeeocletlon or corpora- 
tion heretofore or hereafter engaged in any bualnaaa whether or no 

v 

liaiiler to any bualnaaa which the Corporation haa the power -to con 
luct, and to hold, utilise, enjoy and in any manner diepoee of the 
/hole or an* part of the righte, property end bueineee eo ecquired 
ind to aaauae in connection therewith any liabilitias-^f any euch 
hereon, flra, aaaoclatlon or corporation) fc 

*<J) To epply for, obtain,- purchaee or otherwiee acquire * 
fcny patenta, copyrights, licenses/ trademarks, trede names, rights 
processes, formulas, ei»d the like, which may seem cepeble, of being 
jsed for any of the purposss of the Corporetionj and to use, exer- 
cise, develop, grant licenses in respect of, sell and otherwiee 
turn to account, the same; 

<k) To acquire by purchase, subscription or In any other 
sanner, take, receive, hold, uae, employ, sell, assign, tranefer, 
ixchange, pledga, mortgsgs, lease, die pose of and otherwise deel 
in and with, any shares of stock, shares, bonds, debentures, notsi 
eortgsgee or other obiigetlons, and any certifies tee, receipts, 
*errants or other instruments evidencing rights or options to re- 

iwl, pu^fcaee^or subscribe for' the same, or representing any 
Dther^f^hta or, interest tharein or in any property ^r assets, 
Issued or^creeteS bf any peteonjf^firme, egsocistions, corobrstiet s> 
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syndicates, or by any govamaents or eubdivisions thereof; and to 
poasasa and exsreise in reapect' thereof any end all rights* 
powers and privileges of Individual holdere; 

, (1) To aid in any manner any parson, firm, seeocistion, 
corporation, or ayndlcete, of which any ehsree, bonds, debanturas 
notaa, mortgagee or other obligations, or any certificates, 
recaipta, warrants, or other instruments evidencing rights or 
options to receive, purchass or aubacribe for tha eame, or 
repraaenting any othar rights or intereete therein, ara held by 
or for this Corporation, or in at>a welfara of^which this 
Corporation shall have any interact, and to do any seta or 
things dasigned to protect, preserve ,« improve and enhance tha 
value of any such property or interest, dr^any^^tner property 
of this Corporation; 

(m) To guarantee the payment of dividehda upon any aharea 
of stock or share a in, or the performance of any contrect by, any 
other corporetion or aeeociation in which thie Corporetion has an 

intareet, and to endoree.br otherwise guarantee the payment of 

i 

the principal and intareet; or either , of any bonds, debenturea, 
notes or other evidence* -of indebtedneee erected or ieeued by any. 
euch other corporation pr association; r 

(n) To carry out all or any part of the foregoing objects 
an principal, factor, agent ^contractor, general partner, limited 
partner or otherwise, either along or through or in conjunction 
with any person, firm, association or ^corporation,- and in carry- 
ing on it* biislnese and for t he p urpoaea of attaining or further- 
ing any of ite objects and purposee, to make, end perform any 
- 4 - 
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contracts and to do Any actr and thinga, and to axarciaa any 
powara auitabla, convanlaat or proper for tha accompliah»ant 
of ajiy**C*tha objacta and purpoaai baraln anuaaratad or lna^danta . 
to tha powara haraln apaclflad, or which at any tlaa aay appaar 
conduclva to or axpadlant for tha accompllahmant of any of auch 
objacta and porpoaaai 

* (o) To carry out all or aa^y part of tha, aforaaald 
objacta and purpoaaa, and to conduct lta buainaaa In all or any 

fit lta bcanchas*" in any or all atataa# tarritoriaV diatricte 

« 

and poaaaaaltiha of tha Onltad Stataa of Amarlcan and in foralpn 
coUn.tr la a; and to maintain- of ficaa and aganciaa in any or all ' 
atataa*, tarritoriaa, dlatrlcta and poaaaaalona of tha Onltad 
Stataa of Amarica and in foralgn countrlaai 
I (p) To conduct any othar buainaaa which jjiy lawfully ma 

conductad undar tha Ganaral Corporation Lawa or tha f tata of 1.^ 
Dalawara* 

Tha <or agoing an uma rati on of tha purpoaaa, objacta and 
buainaaa of tha Corporation la nada in furtharanca* an^not in 
limitation # of tha povari confarrad upon tha Corporation by law, 
and la not in t and ad, by tha aantlon of any particular purpoaa $ \ 
objact or buainaaa # in* any aannar iff limit or raatrlct tha 
ganarality of any othar purpoaa, objact or buainaaa aantlonad, 
or to limi^ or raatrlct any of tha powara of tha Corporation. 
Tha Corporation la formad upon tha artTfclaa, conditional and 
provlaiona Iwrain axpraaaad and aubjact in all particular a to 
tha limitation! ralatiwa to corporation a which ara contalnad in 
tha Ganaral lawa of tha f tata of Da la vara. 

-S - 
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rifTHt Tht amount of the total author! tad capital stock 
of thla Corporation la tvo thouaand aharaa of Cooenon Stock without 
par valua. Such Cooraon Stock being all of one claaa and bearing 
| one vote per enure which vote ahall be noncumulatlve. v 
j in addition* auch Ccxmon Stock ahall have auch voting 

J, rights, limitations, preferences, qualifications, aa ahall be 

atated and expreaaed in the reaolution of the Board of Directors 

• t 

providing for the iaauance of »thje Common Stock. The Board of 
Director* la hereby expreaaly veated with the authority to 
adopt auch reaolutiona. 

f , 

SIXTH; The name a and sailing addreaaea of .each 
i Incorporator la aa followat 
Name 



•Jamea M. Christian 
Cory M. Aaron 



Hailing Addreaa 

1120 Connecticut Avenue, N.w. 
Vaahington, D.C. 20036 

1120 Connecticut Avenue* H.W. 
Waxhington, D.C. 20036. 



i SEVENTH i* The power a of the incorporator (a] ahall terminate 

j upon the filing" of thla Certificate of Incorporation, and the 
> namea and mailing addreaaea of peraona to serve aa dlrectora 
' until *he flrat annual meeting of atockholdera Or until their . 



ected and qualify arer 



r i 

Sr"neat Green 
Alexle §ernan 



Mailing Addreaa 

21 S Street, -H.M. 
Vaahington, D.C. 20001 

700 7th Street 
Apartment f %2e. 
Waahingtm, D.C. 20024 
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EIGHTH t It the intention that the objects, purposes 
and powers specified in tha Fourth paragraph haraof shall, 
axcapt where otharviaa apecifiod in said paragraph, ba now lee 
limited or restricted by rafaranea to or inference from tha terms 
of any other 'cleuee or paragraph la this cartificata of incorpor 
ation, but that tha objects, purpoaea and powara apacifiad In 
tha rourth paragraph and in aach of. tha clauaaa or paragraph* 
of thia chartar shall ba ragardad aa independent objects, 

6 

purpoaaa and powara. * 

« We, tha undereigned, for tha purpose of forming e 
corporation undar tha lays of tha State of Delavsre, do make-, 
fila and record this Cartificata, and do certify that tha facta 
bar sin etated ara true j and we have accordingly hereunto aet*our 
respective hands and aeels. 



Datsd 



•t tjjlALU/tJU t 



m ft 
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DISTRICT Or COWKMA, Ml . „ 

<Be l€ rso.se,harod'. That en this day of f>£r? / , 



Jmi N. Christian, and Cory M. Avon personslly appeared before 
aw kIAsJa, /fl * a notary public, parties to the 

foregoing Certificate of Incorporation, knovn to m personally 

* 9 I 

to bo such, and Z having first Bade known to thaw and each of 
tham tha contants of said Certificate, they did each severally 
ecknovledge that they, signed, sealed and delivered the same as 
their voluntary ect and deed, fend each deposed that the facts 
therein stated verf truly set forth. ' 

-Given under ny .hand and seal of office the day and year 
aforesaid*. 




Notapy Public 
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State 
of 

DELAWARE 



Office of SECRETARY OF STATE 



Glenn C Kenton &c~tc^ if <f & Sfa* <f 9e6u*a*e, 

CtrclficcU •« Uftfftim •* tU -Cn««-*M 4 AiNcUtu, Uc. # . •• r««W«4 




In Te$timony Whereof, 9 J A*** A**u*&> W Aas%d 
w/^W«/£U V** ggttga jrfy 

^/ . J— wry . n 4Ce ^ nMJt 



/ 



Omm c Kmma. Sm«wy «l SIM* 

OKQ. /' - 

a Iiw DmMf. A$*ktoi Ucnmrr M S»* 
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The Chairman. We will call the n^ct four witnesses together in 
a panel: Gregory J. Ahart, the Director of the Human Respurces 
Division of the General Accounting Office— these are all General 
Accounting Office witnesses— Charles I. Patton, supervisor; Chris 
Crissman; and Jim Ratzenberger. 
We would be happy to have all of yOtt come up. , N 
As I understand it, Mr. AtafftTfc sick; so, Mr. Densmore, you are 
going to replace him? / , v \ 
Mr. Densmore. Yes, sir. % M A 

The Chairman. OK. WoufdAgm four of jjou raise your right 
hands? Do you swear to tell the truth, the* whole truth, and noth- 
ing but the truth, so helji you God?. . ■ 

Mr. Densmore.* I do. \\ 
. Mr. Crissman. I do. 
Mr. Patton. I do. , 
Mr. Ratzenberger. I<io. , 
The Chairman. Thank you. 

Mr. Densmore? , • 

STATEMENT OF EDWARD A, DENSMORE, JR., GENERAL AC- 
COUNTING OFFICE, ACCOMPANIED BY CHARLES I. PATTON, 
SUPERVISOR; CHRIS CRISSMA^ND JIM RATZENBERGER, 

Mr. Densmore. Thank you, Mr.. Chairman. 
We have a statement that we would like to submit for the record, 
and I will summarize that statement if I may. 

The Chairman. That will be fine. Without' objection, all state- 
ments given here today will be made a part of the record in full. 

Mr. Densmore. We are pleased to be here today to discus^ oftr 
two recent reports *on Labor's administration of its employment 
and training activities under titles III and IV of CEJTA. 

The first report,, issued on August 28, 1981, was our first compre- 
hensive look at how the Officp of National Programs administers 
its grant and contract awards* Our second report, sent to you on 
August, 31, 1981, discussed how Labor made many awards during 
the closing months of the past administration. 

To meet the objective of <our August 28 report, we reviewed a 
statistical sample of awards made in fiscaLyear 1979. We did not 
visit awardees as part of our work. We found a number of weak- 
nesses in ONP's procedures and practices throughout .the award 
process. 

First, ONI^did not make extensive /use of competition and 
•seldom adequately ojustified its sole source awards. Overall, ONP 
considered more than <me applicant only 21 percent of the time. 

For the special pnijeSt awards ipade on a sole source basis, the 
records Seldom indicated why ONP did not consider other potential 
awardees. < v » 

Second only 27 percent of the 479 awards in our sample con- 
tained eyidence of the cost? evaluation, and only 30 percent docu- 
mented technical aspects. Award filfcs also indicated that negotia- 
tions were Conducted for only one-third of the awards. Where these 
activities did occur, they were pften poorly documented and poor 
negotiating techniques wefre used] 

{ j ' • ' . ' ' 
d7 • 



In addition, many of the awards approved by?ONP did not ade- 
quately describe what the awardee proposed to clo or justify the 
planned use of funds. * % 

.. One of ONP's program offices often provided its potential awar- 
dees with preaward work authorization letters allowing them to 
start work and incur costs before the actual awards -Were finalized. 

None of the ONP preaward authorization letters contained suffi- 
cient language to protect the Governments interest. 

The award files showed little evidence of active monitoring 
through trips, correspondence, or other LabQr-mitiatives contacts 
with awardees of the awardees' progress in accomplishing the 
funded activities. r > „ 

Also, 31 percent of the awardees failed to submit most— 70 to 80 
percent— of the required progtess and fiscal reports for the latest 
performance period. 

When ONP representatives' identified ^vardee problems, they 
did not always attempt to resolve them*. 

Finally, ONP did not, require that awardees' performance be^' 
eyaluated < before the awards were renewed. Based on our sample, 
82 percent of ONP's awards were renewals and only 13 percent had 
any meaningful evaluation. 

Most of ONP's problems stemmed from Labor's* failure to sepa- 
rate grant and contract management responsibilities from program 
responsibilities. Consequently, most of the award activities, such as 
evaluating and negotiating proposals, were handled" by program 
staff who placed little emphasis on following g&od grant and con- 
trac^iip^pi^tices. 
, A As ^JS^t of the Problems we found, we recommended that the 
JSecrettfrf direct ONP to: Make greater use of competitive awards 
for its special projects and- fully justify any sole source awards, 
require program offices to fully carry out and document all evaluat- 
ions of proposals and negotiations with applicants, require that 
preaward authorization letters Specifically state what the Govern- s 
ment and awardees have agreed upon to protect the Governments * 
interest, placg a greater emphasis on \\A monitoring activities, and 
prepare written assessments of an awardee's performance under 
prior awards before refunding the awardee. 

'We^also recommended that the Secretary separate ONP's«grant 
and contract management functions' from its program management 
responsibilities. 

Labor has responded positively to our recommendations and is 
taking actions to implement them. 

The primary objective of our August. 31 report was to address 
concerns relating to Labor's CETA titles III and IV awards from 
September^ 1980, through January 31, 1981. ; 

The sample chosen for "detailed analysis consisted only of awards 
administered' by ONP and the Office of Youth Programs, because 
these offices administered 89 percent of the titles III and IV discre- 
tionary funds during the specified timeframe. 

We analyzed 15 ONP and 19 Office of YoutK Programs awards' 
Detailed analysis of these 34 awards further substantiated the 
findufes contained in our earlier report and showed that good 
grant and contract procedures, were' not always adhered to during 
the award' process. 
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For example, one award for $175,790 was to study alternatives 
for increasing the employability of disadvantaged adolescent moth- 
ers by identifying resources and developing resource directories to 
provide career information and guidance. 

Our review showed that the Office of Youth Programs repre- 
sentative responsible for this contract recommended against the 
award and never completed the negotiation because: One, the pro- 
posed statement of work failed to present a sufficiently understan- 
dable, and defensible approach; and two, the objectives were a 
mishmash of evaluation, technical assistance, and direct provision 
of services. • * 

Another awardee was a design', engineering, and analysis firm 
specializing in "solar environmental systems, energy technology 
studies,' and product servicing and marketing. 

One of the contracts this avferdee received, during the specified 
timeframe was for $455,570 covering the period October 15, 1980, to 
October 24, 1981. The award was finalized on December 9, 1980, for 
the purpose of establishing an Hispanic referral and recruitment 
system to increase the employment opportunities for professional 
Hispanics in the Federal Government. 

Our review showed, even though the ONP representative respon- 
sible for the contract was concerned about the contractor'^ capabili- 
ty, the project Wa£* funded at the insistence of the former Adminis- 
trator of ONR 

According to tfie ONP representative, the negotiations took place 
on December 5, 1980, about 2 months after the effective date of the 
award. According to the ONP representative, as of August 13, 1981, 
no one had received employment as a result of this award. 

In a July 10, 1981, telegram, the awardee was informed that the 
contract will not be refunded or extended when it expires in Octo- 
ber 1981. 

^^Another concern related to the operation of' a special depart- 
mentabcommittee established' to review grant and contract propos- 
als. We contacted each of the four committee members to discuss 
theif;role and responsibilities. One member declined td talk with 
us.\The other three generally thought that their role and responsi- 
bilities were £o review the award .proposals for merit from their 
respective organizational positions and to ensure some rtleasure of 
accountability of the funds being spent. The decisions they made on 
the avferd proposals were done on a consensus basis, and not by 
voting. 

W£ found no written criteria to explain why these individuals 
were appointed, no dates for their terms of appointments, and no 
written operating procedures detailing how they were supposed to 
carry out their responsibilities. ; ' • ■ * 

Also, minutes of meetings were not well maintained: The title IH 
minutes do reflect what proposals were 'considered and what ac- 
tions were* taken but do not show who was present, what was 
discussed about each" proposal, or how the decisions were made. 

Meetings regarding title IV had* no recorded minutes. We were 
told that only handwritten notes were kept on the proceedings and 
these were destroyed once the appropriate title IV program staff 
were notified' of the committee's actions. 



Labor's Employment and Training Administration has estab- 
lished a task force to address the problems we found. The task 
force is developing a directive designed to establish procedures for 
improving the awards process. \ * ; 

j \Ve have met and discussed the proposed directive with ^abor 
officials on several occasions. Although at the time of our last 
^meeting the directive had not b$en finalized, the actions Labor 
„ . officials told us they planned to take appeared to be sen effective 
means of improving the administration of its award activities. 

Mr. Chairman, that concludes our statement. We will be happy 
to respond to any questions you or other members of the committee 
• K may have. 

The Chairman. Mr. Densmore, ,as a general practice, your office 
* would agree, I take it, that sole source or noncompetitive awards 
should be made only as an exception rather than as a general rule? 
Mr. Densmore. Yes, sir; that is correct. 

The Chairman. You would recommend that we have competitive 
awards from here on in? 

Mr. Densmore. To the extent possible and feasible— yes, sir. 

The Chairman. I see. And those exceptions where it is not feasi- 
ble-— they should be justified fully? 

Mr. Densmore. Yes, sir. 

The Chairman. Justification would most certainly address itself 
to providing documentation for the contract or grant file as to why 
this specific contractor or grantee should be named— is that right? 

Mr. Densmore. Yes, sir. 

The Chairman. More important, where arguments or specific 
deficiencies are presented as a result of a program representative's 
negotiations, those points should he addressed -item ? by-item before 
a favorable decision on funding is decided in favor , of that awardee? 

Mr. Densmore., Yes, sir. 

The Chairman. As-a result of your statistical sample there was 
no more than one awardee considered Almost 80 percent of the 
time? > % 

Mr. Densmore.^ That has to be qualified to this extent, Mr. 
Chairman: There were a number of awards' that were Awarded on a 
formula basis. In other words, a specific formula determines that 
, awards are going to go to eligible and qualifying organizations 
based on criteria such as population size, income, and unemploy- 
• ment levels. There were also a number of awards under the farm- 
worker program that were made, competitively/ 

If you eliminate those awards, there' are 160 left of 479; and 
about 80 percent of those 160 which went for other types, of projects 
» were awarded on a noncompetitive basis. f 
The Chairman. I see. 

With regard to the vague descriptions of proposals, do you mean 
that even if the awardee hadfi|i miner specific targets with tegard 
to the number of participants to benefit and specific? skills, the 
proposal did hot reflect that kind of information so. ahyone analyz- 
ing, like a program representative, cpuld make an educated guess 
as to the accuracy of the proposed budget— is that right? 

Mr; Densmore. That is correct, sir. 

The Chairman. We are talking aWt hundreds of thousands, if * 
notMnillions, of dollars in these awarefcsituations. 
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Mr. Densmore. Yes, sir. 

The Chairman. With regard to your overall report— HRD-81-. 
* lll^you said that you did not evaluate awardees' programs befk 
cause your objective was to review ONP's award practices. * * 

Could your office provide us*with an outline of an approach that 
would assess an awardee's program for delivering employment and 
a review training services? 

Mr. Densmore. Yes, sin. Let me ask Mr. Patton to address that 
further, V\ ' « / 

Mr. Patton. Mr. Chairman, as you know, we are currenjtiy initi- 
ating work at your request on the Recruitment and Training Pro- \ 
' gram- Inc., and also the Opportunities Industrialization Centers of 
America Inc. In the design phase of these assignments we will We^* 
working with your staff to develop such an approach, and the 
results should provide the type of information that you will need 
*with respect to program impact and how awardees are currently 
operating. ^ 

"^Etfe Chairman. I suspect ifwe had this information- at our 
disposal or at least at the disposal of awarding officers or the 
appropriate .people at the Department of Labor, it wouldhelp them 
to help, the awardees to do a better job. Is that correct? 

Mr. Densmore. Most certainly. 
. The Chairman. And in the end the taxpayer dollars would be'V 
more beneficially spent, and perhaps we might even get some more 
youftg people to work in effective ways. Would you agree with 
that? " 4 

Mr. Densmore. Yes, sir. * 
; t The Chairman. ExaiapleiA that you cited 4n your stateipent— < 
this $175,000 award for] studying alternatives for increasing env 
ployability^-refers to which award? 

Mr. Densmore. Dr. Benson Penick n sir. 

The Chairman. The program representative responsible for eval- 
uating the proposals gave several reasons, and prominent among 
those given is his ( assessment that the objectives presented, a mish- 
l^nash of provisions. Yet the former Administrator for ONP, Mr. 
% Godwin, approved this project. Is that correct? 
. r Mr. Densmore. Yes, sir. • 

The Chairman. Did your study, however, discover any informa- 
tion provided by the Administrator that countered the program 
rep's evaluation? 

Mr. Densmore. No, sir; it did not. ( 

The Chairman. Did you look' to see if ther6 was any additional 
material or information that would have countered that evaluation 
and justified that particular 1 award? 

Mr. Crissman. Mr. Chairman, we were unable to find anything 
in the file. " r\ 

The Chairman. So you did look? } 

Mr, Crissman 7 . Right— in the files. , - 
• The^CHAiRMAN. Was there ever any evidence in the. award 'files 
other than the program rep's? * 

.Mr. Crissman. No, sir. 

The Chairman. ExampIe^B^vas whicli awardee? 
r Mr. Densmore. Solar America. 
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*. * ' 
" The Chairman. 'The purpose #f this contract was to establish a 
referral and recruitment system to place Hispanics in Federal Dosi- 
tions. Is that right? , ' ; * 

Mr. Densmore. Yes, sir. * 
The Chairman. Yet this firm is a - design and engineering- firm 
that is also a custom manufacturer of epergy systems. Is that 
right? ' j 

Mr. Densmore.' Yes, sir. 

The Chairman. What does this have to do with* an expertise in 
Federal recruitment; or, rather, what did the program rep offer as 
to this firm's experience in this field? 

Mr Densmore. There were no written evaluations, justifications, 
or information with regard to the firm's capabilities in this particu- 
lar field. . r 

The Chairman. Was there anything in the file at all concerning 
the firnj s capabilities, other than that they were an engineering 
firm working in the solar contracting area? 

Mr. Crissman. Mr. Chairman, all we had -to go' on when we 
talked to the representative responsible for the award was that he 
expressed concern about the contractor's capability to do this par- 
ticular project. * - » ^ 

The ChairmAn. Did he give,the award oUt anyway? 

Mr. Crissman. He was the person charged with monitoring the 
award but he had o doubts, so he split the project in two phases so 
he could better monitor the situation to s£e how well thfey were 
doing,, m 9 / , 

^xT£ e Chairman. What information did-sthe Administrator for 
ON? Provide for the benefit of the ffes.fo indicate that that 
iSrticular firm would get almost a half-hfiflfon dollars to perform 



particular Hrm would get almost a half-MHfon dollars to perform 
this service? * ' , , r 

Mr, Densmore. We found no information in the files, sir, to 
indicate any input from him. ' 

The Chairman: As I understand it, as of August of this year ho 
one had received employment a* a result of the expenditure of th'is 
amount of taxpayerdollars. 
y 'Mr. Densmore. That is correct. 

The Chairman 7 . Not one person? • 

JMr. Densmore. No, sir. 
• T^ e Chairman. How long had that con tract gone, do you know? 

Mr. Crissman, Mt Jiad l^eei^undemay abput 10 months, Mr. 
Chairman*. - , 

The Chairman. Howonuch *>f the money jvas.spent? 

Mr. Crissman, I do not know at this time, sir, I would assume 
that most of it had been spent up to that point. 

The'CHAiRMAN. That was $455,570 for the total award. 
' Mr. Crissman. Yes^ 

The Chairman. Let us go to Southern Vocational College. You 
heard the Inspecton General's earlier testimony witH regard to £his 
boutlfern Vocation^ grant. I note that your Teview'disqovered* the 
same concerns, on pages 25 and 26 of report "HRD-81-145, Your 
report also mentions th# the program representative was told to 
negotiate the award 'hfy the ONI? director, Mr. Godwin, who told 
him that the allegations were not serious. Is that right? 

Mr. Densmore. Yes, sir; that is correct. 
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The "Chairman. Was the program rep* able to' produce any pre- 
liminary report from the Inspector General that the former direc- 
tor of ONP could have been reading from? 

Mr. Dej*smore. He indicated that he was aware of a report but 
that he did not have a copy of any rejx>rt. 

The Chairman. Did you ask him to get you a copy?. 

Mr. Crissman. We did not ask him to get us a cop^at the time 
and he was unable to provide it.* ^ • 

The Chairman. Would you ask him to get you one? I think we 
have got to have a copy of it. 

Mr. Cris§man. We will, Mr.. Chairman. 

The. Chairman. Will you provide that for the committee? 

Mr. Crissman. We will. 1 ' 

The Chairman. OK. ; 

Now, a different program representative Was sent by the ONP 
.director to perforAi a site visit in the fall of 1980, prior to award of 
this final grant, and basically gave them a clean bill of health in 
spite of all these investigations and audits. 

In your, interview with this prografh rep, 1 Mr. Barnes, did he 
resolve any of the allegations yet outstanding? ' • • . 

Mr./CiussMAN. No, Mr. Chairman. JBecause he had not been 
officially informed of any of these allegations, his role on his par- 
ticular award was only to be concerned with that, award and not 
with allegations, made on any prior awards from any other source. 

The Chairman. He was aware of them though— right? 
I Mr. Crissman. He said he Vas informally aware; he had not been 
.officially notified. . 

The' Chairman. He knew of the LG. audit, is what I am saying—* 
right? 

Mi\'Crissman. Unofficially, yes, sir. 

The Chairman. Is it true t hen tha t he limited his review to 
whatever the grantee provided? 

Mr. Crissman. That is true, Mr. Chairman. - . 1 * 

The Chairman. So unless the, awardee tells him of problems that 
exist, in this case^ to your knowledge, he relied strictly on his own 
^tour^of-the-siteuand these monthly reports and invoices which we 
list as exhibit^ 4AlmcT4B — is that right? 

Mr. Crissman. That is correfc^Jdr. Chairman. 

The Chairman. Will the staff give bur panel a copy of all of 
these examples of monthly reports ahd invoices? 

[Panel receives documents.] S> ^« 

[The material referred to follows:] v [ J 
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SOUTHERN VOCATIONAL COLLEGE 

ycuth •employmfnt 
and training program » 
in allied health occupations 
and'services 
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Accomplishments during reporting period 

A. The classroom training component continued to move 
forward m high gear. ' 

B, Participants without high school diolomas continued 
to get courses m heading, writing and cumputation. 

C " tr!in?n PantS " eU on the wa * in occupational, 

t r a mi ng , 

°* S^if P ant ? Wh ° ' arG neithe * " classroom training 
are being given health services sucbr as occupa- 
Ho»2 a i ca yeer information,, counseling, job* 

development^, 3 ob placement, and job readiness. 

E, Participants continued to be provided 

transportation services as needed. I 

F * .docJmenteS?' 11 ^ °* enrollees h * v * been ' proper ly 

Participant folders have been designed* for each 
enrol\ee and all folders are current and 
up-to-date. The 30-day review has been -made 
according to the mandate of the Federal Register . 

H. Outreach, recruitment, . intake and assessment, 
and selection of participants continues to be 
ongoing functions of the overall program. ' 

I. Participants were paid incentive allowances on • 
a timely and accurate, basis . Time sheets have 

* been properly kept, evaluated and approved for 
each incentive aUoyance receiving participant. 
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J. Training sessions were held in classroom * % 
i nstruction , outreach, counseling , job placement 
and occupational information during ther reporting 
period . 

II. fcndicationcof current problem 

There are no current problems which will delay our 
pereiornance . Several students dropped from the program due 
to'hxjalth and relocation reasons. However, they were s 
replaced with backup participants. y 



lit. Program Status 

The program has served 25Q participants to date. A / 
number of applicants continue to be reviewed so that addi- 
tional enrollees might be selected to participate in the 
overall program. / 

.IV. Program activities to be accomplished next reporting 
r^onth. i 

A. Participant folders will be updated. / 

B. Classroom training will continue, / % 

C. Clirical training will continue. I 

D. Special courses in reading, writing', and 
computation will continue. 7 

E. Outreach, counseling, job development and job 
, placement functions will continue. 

F. Overall program will be evaluated. 

G. Additional participants will be selected to 

p participate in the overall program throughout 

the national geographical area. , 
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1. Accomplishments during reporting period 

A. The classroom teaching was carried out according to our timetable. 

B. Participants were given special group cotinselinjg. 

C. Participants continued to be provided transportation services as needled. 
D/ Enrollees were given daily individual counseling. 

E. ♦ Participant folders have J>£cn set up on each enrollees, and each folder 
j^jjp-to-date. * 

V. A thorough review was made on all participant folders. 

G. ftjtfteach, recruitment, intake and assessment, and selection of participants 
S contWed to % be carried out by the program staff. 

H. Health services such as occupation career mftrnnation, counseling, job 
development, job placement, |nd, job readiness were carried out. - * - 

I. Incentive allowances were paid on a timely an<^ accurate basis to all 
eligible youth. «, ^ 

J. Staff training was carried out in recruitment and outreach. 

II . Indication of current problen • 

Ther^are^no current problems which will delay our performance. , 

III. Program' Sta'tus * * 

The program has served 300 participants to date. A number of applicants 
continue to be reviewed so that additional enrollees might be selected to 
participate in the overall program.* 




t*rogran activities to be accovtpli^cd during next i« 

A. filters will be Kept up- to -date. 

B. Classroom training Vail continue, 
C?'" Clinical training will continue. 

D. Outreach, counseling, job dQvcJopmcnt and job pi 
continue. * «^ 

E. Project staff wall evaluate the basic components 

F. Additional participants will be selected to part 
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COST CONTRACTS/GRANTEE'S DETAILED ' 
STATEMENT OF COSTS 
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The Chairman. As I understand it, these are examples of submis- 
sions from Southern Vocational College. On the invoice section at 
the bottom left, we have the recommendations signoff ahd signa- 
ture of this program rep. In your opinion, does this substitute for a 
complete, objective review? ' s %. 

Mr. Pattton. No, sir. While this is helpful and the information 
can certainly be used to monitor the program to a degree, you have 
to at least engage in some form of verification of what you. find on 
these documents. • 

The Chairman. Is this program representathrtfcan accountant or 
a contract officer — in^this case? 

Mr. Patton. Not to our knowledge. 

The Chairman. On page 11 of your statement, you discuss the 
role of the steering committee. This committee approved or disap- . 
proved awards, as I understand it; so they are taking responsibility 
for crossing t's and dotting i's. It seems that they can have it on 
one side of the fence or the other: Either they are not responsible, 
because they cannot accommodate all the details and recommenda- 
t turns from program reps; or if the decision is made to award, they 
should possess information not available to program reps. At least, 
these are my observations. . * 

Mr. -Crissman. Your observations are correct, Mr. Chairman. - 
The Chairman. If this steering committee mechanism is sup- 
posed to substitute for normal Goyernment award procedures, then 
should not Jts own internal records and documents reflect this 
themselves? ^ 

Mr. Crissman. That was the only problem with the steering . 
committer As evidenced in our report, we found very little infor- 
mation available on what was discussed about each particular 
award r who was present, and why a decision was made as to 
whether an award was approved or not. 

The Chairman. So you are saying that one of the recommenda- 
tions you were making here or have made to the Department of 
Labor is that there should have been written operating procedures 
and a record erf these procedures made in the case of every award * 
dr grant? . 0 * 

Mr. Crissman. To provide an adequate audit trail, that is true* 
Mr, Chairman. • 

Tfye Chairman . I see. And that would of course help the Depart- * 
ment, would justify the file, would justify # tHe award/ and in the 
end you would be able to see how effective that particular awardee 
was with the usb of taxpayer funds? : ' 

Mr. Crissman. That incorrect. 

The Chairman. Senator Kennedy? * \ 

Senator Kennedy. I do not th;nk you would get any argument ^ 
out of any of us about the importance of competitive bidding inihe^ 
granting of various contracts. 

Could ycru* just review again what your information was^with 
regard to the sole soured contract* that were granted? I think you * 
said about 80 percent, did you not? >, * *' , 

Mr.-DENSMORE. In, our sample in the first report, Senator, there 
waS a total of 479 awards in the universe. We eliminated about 319 
of those, because they were awarded on a formula basis or because 
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they were farmworker programs for which competitive bidding 
procedures were followed. 

6f the 160 awards, that remained, these were special projects— 
on£-of-a-kind types of awards. Approximately 80 percent of those 
160 were awarded on a sole source basis. 

Senator Kennedy. I see. And how many of those were continuing 
programs? 

Mr. Patton. The percentage, as I recall, was about 80 percent. 

Senator Kennedy. Of those 80 percent were just ongoing and 
continuing programs — is that right? 

Mr. Patton. Yes, sir; I think that is the correct figure. 

Senator Kennedy. £k^80 percent of the 80 percent were just 
ongoing and continuing grants. Is that correct? 

Mr. Densmore. Yes/sir. 

Senator Kennedy. How typical is that in other agencies of Gov- 
ernment—for example, in the Defense Department?. 
- Mr, Densmore. I cannot answer that, because we have not been, 
involved wjth Defense Department 'programs, Senator, I do not 
-know the answer. 

Senator Kennedy. I am just trying to get information myself on 
it, and I am just interested in how unique or unusual that is. 

Mr. -Densmore. There are a number of grants or contracts that 
would be on a continuing basis. What we cannot answer is what 
the percentage would E>e in other places. 

Senator Kennedy. Let me ask you just a subjective question.^ 
That is, to the extent that you believe that the problems that the* 
GAO has identified here are basically institutional and procedural, 
3nd to the extent that they are basically subjective or part of 
inappropriate behavior I would be interested in your assessment. 

.Mr. Densmore. Yes, sir. What we did was look at the system — « 
the policies, procedures, an$l practices — and we found that they 
were poor; they were not good; there was. not a good contracting 
system; there were nt>t good policies and procedures that require 
what wfe consider to be goo<J contracting principles. 

Senator Kennedy. I see. • 

Mr. Densmore. That is why our recdmmendations were ad- 
dressed to .improving the management of the administration of 
grants and contracts. ' •» \r 

Senator Kennedy. To the system cjiange? 
."Mr. Densmore. Yes, sir. 

Senator Kennedy. Most of these recommendations are aimed at! 
guess W'hat youftrcmld characterize as sloppiness at best and per-, 
haps mismanagement, or whatever. I gather from what you ate 
saying that basically they did not within this Department have the 
-•kind of discipline, tjke kind of /auditing, and the kind of* manage- 
ment procedures which ^ou feel a*e in the best interest of protect- 
ing the t^cpayers' money and Achieving the objectives of the legis- 
lation. * * 4 , • 
Mr," Densmore. That is correct, sir. 
u 9 Senator, Kennedy. I think that is 'important for us to know. 
Tdbviously, those are matters which we in this committee have to 
address and tlje Department itself has to address. 

Do you have any idea whether those procedures have been 
changed since you made your recommendations? * 
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Mr. Patton. Yes, sir; we do. We have worked with the adminis- 
4 tratiorc. Ttyey are developing a directive designed to implement 
jmost of our recommendations. 

Senator Kennedy. Fine. That is certainly important. 
In conducting your review of the CETA awards, did you inter- 
- view the former Secretary, Ray Marshall, or determine what the 
policies were in connection with such awards and whether he 
thought the procedures that were being followed were proper? 
Mr. Patton. No, sir; we did not. 
Senator Kennedy. Why did you not? 

Mr. Patton. Normally it is our practice, when we are evaluating 
particular projects or programs, to deal "with the officials that are 
in the current administration. Obviously, we were reviewing the 
files at Labor* looking at documents that were there, and dealing 

• with the individuals that are currently handling those programs . 
• and those particular awards. 

Senator Kennedy. He was Secretary of Labor then. He bore the 
responsibility for that Department, did he not? 
Mr. Patton. Yes, sir. - 

Senator Kennedy, when you saw the failure to develop proce- 
dures which you have identified here, would you not go to the head 
of the Department and ask him what was going on and say, "How 
do you respond to these concerns that we have developed?" 

Mr. Densmore. Our policy is that when we do complete our work 
and we prepare a drafts report, we do send it to the agency for 
comments. 

Now, you Have a situation here where the report was prepared 
after Secretary Marshall had left; so the report went to the then-, 
current Secretary of Labor; and he commented on the policies, 
procedures, and findings. • 

Senator Kennedy. While you were doing the review itself, you 
did not feel compelled to talk to him, in spite of the fact that you 
had ftjund ^yhat you cwfiidered to be flawed procedures? You did 
not feel compelled, prior to the time you were going to make the 

* report to the Congress, to talk to Mr. Marshall? 

Mr. Densmore. Very seldom, sir, do we have the' opportunity to 
deal directty with a Cabinet-level official with regard to a, particu- 
lar report. , 0 

Senator Kennedy. Did you request ft, or Hid you not request it? 

Mr. Densmojie. No, sir; we did not. 

Senatdr^KENNEDY. Did you in the course of your review inter- 
view Lamond Godwin, the former director of the Office of National 
Programs? 

, Mr, Patton. JNo, sir; we did not. * 
Senator Kennedy. Did you request such an interview? 
Mr, Patton. No, sir; we did not. 
Senator Kennedy. Why did you not? 

Mx : Patton. Again, as f mentioned, we dealt with the Acting 
Administrator^ who was handling the programs; For that reason, 
we did not contact Lamond Godwin. * 

Senator Kennedy.. I suppose what we are basically talking about 
in this hearing is criticizing the.procedures which were established 
under his responsibility. That i$ what I am hearing this morning. I 
ain just wondering, in your outline of these procedures, why you dp 
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not go up and talk to him and hear him out. Maybe he has got 
answers; maybe he has not. I would think it would be useful to our 
evaluation po hear what that response would be. 

Mr. Densmoke. Senator, geherally it is ndt our practice tq look 
for particular individuals. Wtpt we are dealing with is the system. 

Senator Kennedy. That is^right. And he has a responsibility for ' 
that system, I would expect. 

The Chairman. Maybe we need some procedural changes at the 
General Accounting Office as well, so that we go to these people 
and let them know what is wrong. Of course, we have to presume 
our Administrators are doing their jobs too and that they undei* 
stand the percentages and the figures they are given. 

Mr. Densmore. We are looking at systems, policies, and proce- 
dures that have been in effect over a period of time. Those do not 
always change with a change in administrations. So what we saw 
'after the change in administration was pretty much the same 
policies and procedures that we saw before. 
Senator Kennedy. I see. For what period of time before? 
Let me say before we go any further that I am a strong support- 
er of the GAO and I think they have done very effective work for 
the Congress in a variety of areas in which I have been interested. 
I want to mention that. * 

How long have these procedures or lack of procedures been in 
effect, to the best of your information? 

Mr. Patton. To the best of our knowledge, I .would say since, I 
guess, the inception of the CETA programs. 
Senator Kennedy. Some 2, 3, 4, 5, or 7 years? 
Mr. Patton. Aboyt 5 years. ' 
There is one point we would like to emphasize, too. While it 
would-be important to talk to the past Administrator, I think in alF 
cases we have to point out that you would expect to be able to fimi 
adequate documentation for the type of decisions that we were 
looking at— I think that is very important, and it relates to the 
system— such that, as these people move On, we do have evidence*, 
of what has occurred in the past. 

Senator Kennedy. Continuity and consistency, so you'can make 
evaluations, and judgments— I would think you would have to have 
that. 

*In your review, did you interview the former head of the Office 
of Youth Programs? 

Mr. Patton. No, sir; we did not. ^ 

Senator Kennedy. Was there any reason for that?' 
» Mr. Patton. It would be the same explanation. > 

Senator Kennedy. Did you interview Ernest Green, the forfoer 
administrator of ETA? 

Mr. Crissman. Senator, we attempted to contact Mr. Green re- 
garding his role as a member of the titles III. and IV steering 
committee. At that point he declined through'his attorney, to talk 
with us. * 

Senator Kennedy. Did you ask him at all about his actions as 
the administrator of ETA or merely concerning his work on the 
steering committee? « 
•Mr. CriSsmAn. Just with the steering committee. 
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Senator Kennedy, Would it have been helpful if you had asked 
him about his work as the administrator of ETA? 
Mr. Crissman. It might h$ve been helpful.. fc 
Senator Kennedy. But that was not done?* * 
Mr. Crissman. It was not done because most of the analysis on 
this review^as performed after Mr. Green had Left office. 
Senator Kennedy. After he left office? 
Mr/ Crissman. That is right. 

Senator Kennedy. The only point I would make is this: I would 
think there would be some value to interview the former ETA 
officials responsible for program awards, at least to hear from 
them in terms of making the judgment. 
' I have no further questions. 
The Chairman. Senator Quayle? 
Senator Quayle. Thank you, Mr. Chairman. 
You have made a number of recommendations for changes in 
procedure. Can these changes be made administratively, or are we 
going to need some statutory changes? 

< Mr. Densmore. They can be made administratively, Senator. * 

Senator Quayle. In other words, you are saying that, it has been , 
bad administration and management inefficency that have brought 
on these problems and there are no defects in the present legisla- 
tion that we have? 

Mr. Densmore. There are no defects in the legislation. I think 
what we are talking about is poor graht and contract administra- 
tion—lack of policies and procedures to adequately protect the 
interests of the Government. 

Senator Quayle. As we rewrite the CETA law next year, would 
it be your recommendation not to change any of the contract 
procedures for employment and training programs? 

Mr. Patton. I do not think we would be in a position to comment 
on that at this time. 
Senator Quayle. Oh, come on. Help us out. 
Let me ask the questiop again. Is it just cruftimy administration, 
or are there x some structural changes in the law that we af e, going 
to have to deal with? I think it is imp ortan^ or this committee to 
Jtnow. If you do not want to answer t^HJr maybe the chairman 
*could request you to submit it in writing for the record, but I think 
this is very fundamental. Are* we just talking, about administration, 
> or are we talking about some legislative remedjpff 

The Chairman. I agree with Senator Quayle. I think it is a ? 
fundamental question. Is the law directed too broadly, because it 
- does not put in enough restraints, restrictions, or suggestions; or' 
does it give too much power to the department of Labor to do 
, ^whatever it wants to do? ! 
^ Mr. Densmore. To the best of our knowledge, Mr. Chairafltei, 
there is no problem^ with the grant and contracting provisions in 
the legislation as lirrelates to^the Department of Labor, It is the 
administration— the policies and procedures. * • 

Senator Quayle. Just policies and procedures. So it yvould be 
your recommendation, in dealing with the legislation next year, 
that we<danot need to really be that much concerned about chang- 
ing the statutory language on contracting procedures for employ- 
ment and training programs. Is that correct? 

O 
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• Mr. Densmore. That is correct, Senator. 

I think that if we^elt legislative changes were required to correct 
. the problems identified in our 2 reports we would have made 
recommendations to t^ie Congress in that regard. Our recommenda- 
tions were directed to the Secretary of Labor so that they could be 
made administratively. 

Senator Qua yle." I would say the administration has got a lot of 
work to do then.. 
» ' Thank you, Mr. Chairman. 
- The Chairman. You are welcome, Senator Quayle. . 

What you indicated, Mr. Densmore, is that you fqel as though- 
well, all of you feel the procedures and the administration need to 
be tightened up. 

Mr. Densmore. Yes, sir; that* is correct. 
A^ he Ch a t IRman - ' y ' ou ' are talking about ftie .Department .of Labor's 
Office of National Programs which administers about $600 million 
each fiscal year in grant and contract awards under the Compre- 
hensive Employment and Training Act and the Older Americans 
Act for Employment, Training, and Related Services. 
/ As I understand it, you undertook this review to assess how well 

the office carried out its administrative processes. Mr. Patton, you 
indicated that you felt that these mistakes, or these excesses, or 
these mismanagement activities took place over the last 5 years 
Mr. Patton.* Yes, sir; it could have been over that period of time. 
The Chairman. Could it have been'longer than that? 
Mr. Patton. I could not be certain on that. f 
The Chairman. I agree with Senator Kennedy: If you found that 
there was a mismanagement problemlj would hope you would 
% refer this back to the .Labor people. IfThere is a mismanagement 
problem, I think you ought to chat with the managers themselves 
toTpoint'it out. * 
. Did you thinj* that you really needed to do that in this case, or 
w f >£ , so easy t0 understand that any manager should be looking 
_* * 
Mr. Densmore. We did not think, Mr. Chairman, that it was 
£ necessary to go babk to the people that* had been in the prior 

administration, because we were dealing with systems' policies, pro- 
cedures, and practices that have been carried out over«a Deridd of 
time. 4 J ^ * 

The Chairman. *In qther words, when you did this review for me 
? it was after Mr. Godwin and Mr Green had left* 

Mr. Densmore. That. is true on the CETA III and.IV report— yes, 

Q The Chairman. I see. S<rthere is no reason to go back to them 

\ * with regard to that? . 

Mr. Densmore. That is correct. 

The Chairman. Were you investigating them and doing general' 
•analysis while they were.'in office? 

$r Densm6re. We were not investigating any specific individis 
i ualfc. Wh&t we were looking at was the systenPby which Labo» 

awarded its grants and contracts. ' ^ 

The. Chairman, t see. ( Are you telling me that the GAO really 
desires to stay out of Ihose political decisions or decisions that 
< regard management decisionmaking? * . * 
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Mr. Densmore, No, sir. I think we are talking about manage- 
ment and decisionmaking that did take place. However, what we, 
are pointing out' is that there were a number of deficiencies in the 
way^the decisions were made. They did^not have good contracting 
policies and procedures. * ' 0 

The Chairman. Can you give us any reason, id y<jur opinion, 
why they did not? ' • , e 

Mr. DensmOre. No, sir. / * 

I might say that some of .the things "that- we are talking about 
here we have found in other Government agencies and other grant 
and contract work that we have done— the type of thing such* as 
lack of justification for sole source awards, inadequate* monitoring 
of performance', lack of^evaluation of performance by the aw^rdee, 
lack, of submission of ^progress reports, and so forth. These are 
typicalrof other findings that we have had in other work through-, 
out the*Government. So this is not unique to the Department^ of 
Labor. ' , 

Senator Kennedy. What was^ the answer to that last question? 
What were you raying? ' ' » . 

Mr. DENSMOitE. What we said, sir, was that the types of problems 
we have identified are not unique to the Department of Labor. We 
have seen them in other agencies and departments throughout the 
Federal Government where we have done contract work. * * . 

Jn» answer tp th,e question that you asked before, what I could not 
give- you was the percentage* 

* The Chairman. You mean to tell me* this is a*widespread ap- 
proach toward 'contract management in the Federal" Government? 

Rfr. Densmore. In a number of instances, if you*go into other w 
s d$pfctments and/ agencies, you will find these and similar prob-' * # 
lems. . J 

Th$* Chair&ian. What you are" saying then, is that the taxpayers* 
of America are basically being ripped pff because of a lack of good 
managem,entjfrd; controls. Are you not characterizing it fchpt *way? 

Mr. Densmore. What we are s.aying is tftat there is a need to d 
improve contracting policies and practices not only in the ^Depart- 
ment of L^bos but hvother Government agencies. „ # 

* The Chairman. #11 right: You back that up with some statistics. • * 
Yon 'day that of the 47-9 awards in your sample universe only 130— 
27 percent-contained evidence of cost evaluation. Would yottfhlnk 
that to be a serious defect? t - 

Mr.,DENsMORE.*Yes, sir. » \ 

T^ie Chairman. Do you think any manager jp an#* business in / 
this 'coein try would" fail to look at cost evaluation aspects of his * 
business?? » 4 . * * # . 0 

Mf. Densmore. He should-not, ' ** * 

The Chairman. Should any fnanager in the Federal ^Govern- 
ment? , * ' ; , ^ . - ^ % ' . . - 

* Mr. Densmore. No,^ir. , * 

The Chairman. You say that 143 awards— 30 percent of your 
sample— had jldcumented technical aspects, that is, work State- 
ments and evaluations. That is»a pretty small percentage, is it nfct? I 
Mr. Densmore. Yes, sin * ' 

Th£ Chairman. And you are saying* this is similar in other h 
departments throughout this Government? 



Mr. Densmore. I am saying that you would find these and simi- 
lar problems; but we* cannot, * ontfe again, relate the percentages. 
x The Chairman. Do you consider this serious? 
lyir. Densmore. Yes', sir. 
The Chairman. Very serious? 

• .Mr. Densmore. Yes, Sir. . * 

The CHAiffciAN.'So do I. ' m * 

The aware}) files ypu sav also !ndicate3 that negotiations were 
conducted for on|y one-third of the awards. Costs were negotiated 
for 153 awards— 32 percent. Is that serious? - 

Mr. Densmore., Yes, sir/ , 

The Chairman Very serious? . ^ • ^ * . " 

Mr. Densmore. Yes,*£ir. N /' • • ,» 

-Th? Chairman. .Does any- of this shock y*u? 
. Mr. Densmore. Np> sir. [Laughter.] J 1 . - * % 

• .The Chairman. Why does it not. shock you, Mf. Densmore? It 
shocks the Jieck out. of me, I will tell you. Why does it not shock 
you? • • . ' " 

Mr v Bensa^qbe. itecause* we have seen similar; situations in other 
places, ]Vlr. GRairman. * I 

The Chapman.- OVerall, this i£ somewhat shocking? • 
* mr iJENSMop". Yes, sir. 
The ChahimaiC Y<*u are doggone right, it'is v 
'Let me ask you this: You say that -negotiation % oh technical 
aspects occurred in 151, awards— 32 percent. 'Where these activities 
did occur, they were often poorly documented j^nd poor negotiating . 
techniques were used., .1 m . 

What you are sayixrg here 'is what this thing is all -about— that is, 
we do not want t>is*to happen again* In other words, the individ- 
uals may be incidental in this matter. We ar^not out/ here to try" 
and riialign anybody /W^ want to st*>p this jstuff. We want to get 
the Gpvernment under control and get people so Chat they work m 
a dedicated fashion. There are many people in the -Government," 
you are sayuig, who do work; but apparently .there are some who 
are not doirfg it either in a dedicated fashion or in a competent 
fashion. Is that'ecyrect? 
Mr. DENsfabufi. Yes, sir. « 
The Chairman. OK. You also say 34 percent of the awards* 
showed no evidence of monitoring, 47 percent showed little moni- 
toring, and only 19 percent showed regular monitoring. What do 
you think about that? Is that serious? * * 
Mr. Densmore. Yes, sir. \ # _ 

The Chairman. Would you want your business run that way? 
Mr. Pensmore. No, sir*. ( % * , 

The % Chairjman. And 31 percent* of ONFs awardees failed to*, 
submit most of these— "70 to 80 percent of the required progfess 
and fiscal ,rfeports for the lates^ performance period *at tffe time of 
'our ^eview/'ifs that serious? . I' 

Mr.^DENSMORE. Yes, sir / 
The Chairman. Very^serious? , • * 
Mr. Densmore. Yes, sif. \' u + ' 1 
f The Chairman: Is .tliaJ^pt-ehocking % to you?'* • ' 
Mr. Densmore'. No; si^laughter.] & 
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" The Chairman., The reason it is not shocking is that it is, as you 
said, widespread throughout the Government. Is that correct? 
Mr. Densmore. Yes* sir. 

The Chairman. But the fact that it is widespread throughout the 
tJovefjiment tS shoeing, is it not? 

* Mr. Densmore. Yes* sir. ^ ' 

- JThe Chairman. "Twenty-|our percent did not*submit most of the r 
required n-eports for prior reporting periods.'* Is that serious? 
Mr. Densmore. Yes, sir. * • 

* "The* Chairman. Could you run a business that way? 
.« Mr. D£nsmore. No, si^ . v 

• /The Chairman. "Iruonly 17, percent of the cases where most 
reports were not submitted did tfe find evidence that ONP tried to 
obtain the missing reports." Is that seriaus? V ' 

Mr. Densmore. Yes, sif. " * 
.* The Chairman. "You said that based on your sample 82 percent 
of ONPs awards were renewals. I kno,w this may be an unfair 
question— and you can answer it that you think, it is unfair— but 
would you have issued renewals Under those circumstances? 

Mr. Densmore. I think the point we are trying^to nafeke, Mr. 
Chairman, is that when you are going to renew, it would-be a good 
practice to evaluate the awardee's performance to see whether or 
-not he is doijig an adequate jdb and should have^toe grant re- 
newed. If he is doing an inadequate job, you may want to "think 
about another awardee to perform the a*ward. 
'The Chairman. Would you make awards if you did not haVe this 
kind of evaluation— the kind that you are suggesting should have 
been .changed at the Department of Lab$r? ' 

Mr. DfeNSMORE. No> sir. 

The Chairman. Thank you. 

Senator Kennedy? 

Senator Kennedy. With all respect, I think you. were doing a 
review at .a time^when individuals who had had responsibility for 
those departments; Had left the Government. Since what happened 
during their service is obviously going to reflect on them and their 
professional careers, it does seem to me, just as a member of this 
committee, that it would be useful, wise, and helpful to this com- 
mittee that those individuals be asked about the -reasons for the 
problems that you have identified here. TKey are out of Govern- 
ment; they are doing other things. We are trying to make the 
judgment whether these are administrative deficiencies.- Some have ^ 
suggested that they are individual deficiencies. 
* In any event, you are not , an investigative in that sense or 
prosecutorial part of the Government, but I do think that' in fair- 
ness to those individuals it is valuable to have that imormation. 

The other point is.Jthis: We are talking about sole source coh- 
, tracting; and as I 1 understand it,, the Defense Department has 12 
million contracts of which 60 percent are sole-solirce, amounting to 
$45 billion in 1980. • 

. Every .time they give a sole source, they publish that. They give 
30 days of public notice. It does not prohibit the sole source, but it 
does require notification, so that interested committees or others in 
the Department who have responsibilities, have the opportunity to 
examine that. Maybe that is a useful step. 



E*jC • •• $ 0 . 



76 



It does seem to me that given your responses to these 'questions 
{ our committee ought to be willing to -work with the Government 

Uperations^Committee of the Senate and the House equivalent as 
we view the* contracting psocedures for all agencies of Government 
and make some recommendations. \ 

I just want to indicate to you, Mr. Chairman, that I would be 
more than willing to work closely with you and the other members 
ot this committee'to see what can be dbne in terms of the contract- 
ing procedures, whether it applies to these programs or other pro- 
grams, and see if we cannot find ways to try to insure that the 
kind of tight process and procedures are established to insure that 
* the public s funds will be protected. 

NOfP-ne who listened this, morning could help but be enormously 
distressed by the failure of procedures the past. How long that 
has gone on, I guess that is difficult for us to assess. The fact is 
that it has gone on, and it is unacceptable, ,and the indications of 
these witnesses that it is going on in other agencies of Government 
make it totally unacceptable as well. 

I would certainly hope that on this important issue we would not 
just let this*hing go by, with one hearing where everyone is in 
here today # $nd out tomorrow. We have some very important re- 
sponsibilities that \ye have been reminded of in the course of this' 
hearing, and I just want to indicate my full coojjeration and sup- 
port in seeing what can be done, whether in this Agency or any of 
the agencies we have jurisdiction over, or the extent to which we 
can work with our other colleagues to try and remedy this situa- 
tion. 4 * 

i L wa ^ 10 ^? ank ^ P anel for th ^ r appearance here. 
The Chairman. Thank you. < 7 

.Senator Quayle? 

Senator Quayle. Let me just ask one further question. Do*you 
feel that the Department of Labor has failed to set aside enough 
resources, personnel,, and money, to properly Administer the con- 
tract procedures? ♦ 

Mr. Densmore,. We did not address that, Senator; and I do not 
think we can r&%'answer that with any basis. 

Senator Quayle. In other words, you do not have any comment 
t on whether they in fact paid enough attention in the matter of 
personnel and availability of money to' make sure, there was proper 
monitoring, evaluation, and onsite inspections? 

The Chairman. That is a good question. They had people in 
% place, did they not? There are all these jobs that could have done it 
it they had wanted to do it, could/they not? 

Mr. Densmore. Yes, sir. There are people' who do have that * 
responsibility. 

The- Chairman. And they are freing paid by the Federal Govern- 
\ «ment— some of Jhem quite well— are they not? 

Mr. Densmore. That iajright. The question that we cannot 
answer is do they. have enough staff and funding for monitoring 
purposes. We did not address these questions in our work. What we 
found- was a number of cases where proper award procedures were 
not being followed. ^ <, 
» Senator Quayle. But they had the personnel to do**;. It iust 

4 t * simply was not being done? f. J 
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Mr. Densmore. They had the personnel certainly Jto do much 
morq of it than was being done. I cannot answer whether or not 
they had enough to do everything that should have been done. 
The Chairman. All right. That is fair. ~ 
We want to thank you, and { want to personally thank Senator 
Kennedy for his cooperation and recognition that these hearings 
are important. * 

I entourage all of our Colleagues in the other committees as well, 
just from listening to you today, that we ought to be holding these 
oversight hearings, and we ought Jto see that this type of contract- 
ing stops and that we get some sense ipto the Federal Government 
and into the utilization of taxpayer funds. ^ * 

Everybody gets irritated, and some people may get maligned, 
because of improper procedures, improper methods, improper man- 
agement, and improper administration in these areas. It is not fair 
to anyone-concerned^ 

I think that if these hearings have Que salutory effect it is going 
to be that I think everybody in the Federal Government is going to 
have to start thinking twice before they ignore normal and reason- 
able management processes aiid procedures with regard to giving 
out taxpayer moneys. 

In. this particular case, I am shocked by the fact that $455,0g0 
goes out to allegedly help people get jobs and not one person gets a 
job in 10 months. I think of little programs all over this country 
where they are really busting their guts to get some of these young 
kids jobs, especially these young blacks— 46 percent unemployed 2 
months ago, and 37 percent now— and we blow $500,000 down the 
drain because of improper management techniques. * 

This kind of stuff, 1 think, has got to stop; and this committee is 
'going to do everything in its power to get it to stop- And you 
fellows have played a .very important fole in 'this process today. I 
think your testimony goes beyond this committee. * 

It is shocking that it ifccurs in the Department of Labor, but it is 
also shocking that it is occurring elsewhere" throughout Govern- 
ment — this albatross that every one of us p^tys for. 
- Thfcnk you so much! We appreciate your coming. * 
[The prepared statement of Mr. Ahart follows:] * 
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Statement of Gregory J Ahart, Director, Human Resources Division, 
* General Accounting Office 

Mr. Chairman and Committee t members,' we are pleased to be 

• fi- 
ne re today to discuss our two recent reports on Labor's admm- 

I 

istration of its employment and training activities under titles 
Ill^and IV of the Comprehensive Employarent and Training Act of 
1973 (CSTA) (2^tJ.S.C. 801,* as amended by Public Law No. 95-524), 
CETA was enacted to provide 30b training and employment opportu- 
nities for economically disadvantaged, unemployed, and under- 
1 

employed persons and to assure that training and other services 
lead to maximum employment opportunities and. enhanced self-' 
sufficiency. Bpth reports pointed to weaknesses in Labor's a 
^wards practices which could hamper it inj achieving the act's 
objectives; 

* The first report, issued to you as Chairman of the Committee 
on August 28, 1981, is entitled "Labor Needs to Better Select, 
Monitor, a/id Evaluate Its Employment and Training ^wardees" 
(HRD-81-111 ) . This report was our first comprehensive look 
at how the Office of National' Programs, hereafter referred to 
as ONP, within Labor's Employment and Training Adminis tration, 
administers its grant and contract awards. ONP administers 
several programs for persons with severe disadvantages in labor 
markets through four program offices under authority contained 



in CETA title III. 



t also administers a program authorized by 



title* IX of the Oldei Americans Act (42 U.S,C. 30Q1 and 3056), 

1 

as amended^ by the QjLder American Amendments of 1975. 

Our second repoVt, sent to you on August 31, 19*jl; is^ 
entitled "information on Funding Commitments From Conprehen- 
3ive .Employment and Training Act Titles III an<} IV During 
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Fiscal Year 1381* ^HRD-81-145) . This report discussed how 
^tabor made many awards during the closing months of the past 
administration. These awards were administered by ONP under- 
CSTA title III and. by the Employment and Training Administra- 
tion's Office of Youth Programs under CETA title IV. Title IV 
'provides for a. broad range of employment and training programs" 
to improve the employabil lty of youths and to experiment with 
methods'for achieving this objective. While many of the awards 
s we reviewed were for youth programs, the award documents were 
signed by three ONP officials. Th^s was done because office 
of Youth Programs! officials were not delegated authority to 
sign grant or contract awards. 
" LABOR NEEDS TO, BETTER SELECT. N 

MONITOR f AND EVALUATE ITS ' " x 
EMPLOYMENT AND TRAINING AWARDEES ^ 

The objective of our August 28 report was to comprehensively 

evaluate tjov ONP administered its employment and training awards* 

We reviewed a statistical, sample of 175 awards, from an estimated^ 

universe of "479 awards made "in fiscal year 1979. , The. 1979 awards 

-t^ere chosen because , at the time of our fieldwork, the awacds 
/were in place long enough to enable us to evaluate Gulp's adrainis- 

' tration of them. We made a statistical sample and were able to - 

project our sample results to the universe of. 1979 ONP awards. 

Since we were interested in ONP's administrative practices 

» 

j£or awarding ang administering its awards, we did not\ visit' 
* awarde-es to assess how well the service deliverers carried out 
awgjd* activities or to what*extent the client populations '» 
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benefited. We found a I number of weaknesses in 0,NP*s procedures' 
and practice's throughout the^ award -process. ONP 

^ —often used sole source awards without adequately . \ . 
justifying them; ^ 
, — rarely evaluated or negotiated award proposals ' 

sufficiently before funding them; 
— sometimes authorized, ^without adequate safeguards, 

awardees to start work before the award was finalized; 
— did not consistently and adequately monitor awardee 
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perfprmance" to insure award terms were met; and 

\ . * ^ « *- . 

— seldom evaluated awardees before renewing their 

awards* » t 

Use of sole source awards 

Offering all qualified individuals or organizations the 
opportunity to compete for awards is an accepted principle for 
obtaining better work agreements and/or lower costs. While i 
occasionally competing for awards is not, practical or' appro- 
priate, we believe the principle of open competition, should * 
be |:he preferred irtethod for making awards. Because of tlje 
advantages >of competitively made awards, any sole source award 
shbulti be fully* justified as to why no other potential awardees- 
,were considered* 

t)NP did not make extensive use of competition and seldom 
adequate ly*»3ust if ied its sole source awards* 'Overall, ONP con- 
sidered more, than one applicant only 21 percent of the time 
<102 awards). Of the other* awards^ about 50 percent (237 



awards) were made based ,on formula allocations, 1/ and 29 percent 
(UO awards) Were, made o»n a sole source basws for special proj- 
ects 2/ without consider ing other organizations.^ For the special 
project awards foade on a sole. source basis/ the records seldom 
indicated why, ONP did not consider other potential awardees. 

' # « 

Evaluating proposals ancf « 
negotiating with applicants ♦ 

Labor regulations require that each funding proposal contain 
* narrative description of the proposed program and an adequate 
ouduet justification.' 3efore making the award, ONP should fully 
evaluate both the cost and technical aspects of the proposal. 
When proolens are identified, ONP should negotiate with the 
applicant to reacft the most advantageous agreement to the - 
Government* I 

J • 

Of the 479 awards in our sample universe, only 130 award 
files {27 percent) contained evidence of cost evaluation and 
only 143 (30 percent) documented tec^ical aspects (wo r k state- 
ments) of the r evaluation. Award. files also indicated that " 
negotiations were conducted for only one-third of the awards: 
costs were negotiated for 153 awards (32 percent), and negotia- 
tion on technical aspects occurred m 151 awards (32 percent). 
Where these activities, did occur, they were often poorly, docu- 
mented and poor negotiating techniques were* used* 
\ * , 

1/These awards were made oy allocating funds to eligible and 

qualifying organizations based on the size of the population 

.tC; be served and, for India/i programs, income and unemploy- 
ment levels,.\ * • 

2/0ther than formula awards and awards for nationally competed 
farmworker projects. 



In addition, many of the awards approved by ONP.did not 
adequately .^escribe what the awardee proposed to do or justify 
the planned use- of funds. Proposals contained vague narrative 
program descriptions, and salary schedules were often wrong. 

. * . e 

In a few cases, awards were made with no justification as to 
how fjnds -would be used. For example, the work. statement for 
a $1.3 nil lion avPar<± to provide 30b tr-aining in the automotive, 
agricultural implement, and aircraft industries did not specify 
any skills or trades the enro).lees were supposed to learn. In 
another case, a S2.3 million award hac^ net budget errors of 
nearly $1.6 nil lion in the original award dnd subsequent 5 
modifications — $688,700 ih the original $484,800 in 

the first ^modification, and $394,700 in -tSta? second modification 
The errors were made primarily ia computing enroilee wages and 
fringe beneifits.* ■ , 
Preaward. work authorizations 

■ 1 

1 , 

One of ONP'sr program offices often provided its potential 
awardees with preaward work authorization letters 'l/ allowing' 
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1/Fedferal Procurement Regulations (41 CPR 1-3.408) and Labor 
" procurement regulations (41 CFR 29-3*408) authorize" the 1 ' use 
of a "letter contract" as a preliminary contractual instru- 
ment'whicji authorises* the contractor to start^ work when (1J 
the interests of the Government demand that the contractor t0 
%ip* given a bind ing ^commitment so that work can start 
/"immediately and (2)/ negotiation of a definitive contract 
^to meet the procurement need is not possible. ONP issued 
both "letter contracts" and "letter grants*! in our sample 
universe. An official in tabor's Office, of the* Solicitor 
told us that there is no specific authorization £or an ar- 
rangement similar ». "letter contract"* which will result 
A ,% in a^ grant. However,' he t*,olg* us .that"-, sincV " letter *con- 
t tracts" are binding»contracts, ."letter .grants" would alaso 
be stewed as\ binding grant awards. Since the purpose o& . 
,the letter 'contract and letter grant authorizations was 
the same, we are calling theto "preaward work authorization 
letters r 9 ' < ^ # ^ ^ 1' - 



«tnem to start work and incur costs before the actfual awards 
v*ere f'inalizecJ. * . * 

> y tabor 1 s" Acting Solicitor at the time of our review told 
us that; the preawar,d authorization letters constitute binding 
agreements* between ONP and aWardees and legally obligate oy? 
to reimburse awarJees for allowable costs incurred before the 
awards are finalized^ The Acting Solicitor also told \js that, 
if negotiations should fail to produce an award, ONP would be 
legally required to pay any program cSsts incurred by the 
awardee up to the point of denial. f 

None of the ONP preaward authorization letters contained 
sufficient language to protect th£ Government 1 s interests. 
Examples of safeguards that were seldom found in the author-iza- 

tion lette'rs included a dollar limit on costs authorized to be 

< \ 

incurred, a statement of work to be performed, and a cutoff 

date for the authorization. 

Monitoring t of awardee progress 

Monitoring is the process by which th,e Government reviews 4 

awardees' progress to* make certain that it receives the goods , /, 

or services for which it pays. However, the award files in' 

our sample universe showed little evidence of active monitoring, 

* * « . ' J ' 

through tirtps, correspondence, or other Labor-initiated contacts 

with 'the ^wardees'. Thirty-four percent bf the awards, showed, no 

evidence of monitoring, *47* percent showed little monitoring, 

and only 19 percent showed regular 1 monitoring. While * primary 

method of monitoring is reviewing awardees* progress reports 

required^ i>y award termsj, 31 percent of OWP % s awardees failed to 



submit most [70 to 80 percent) of the required progress and fiscal 
reports for the latest performance period at the time of our 
review. Twenty-four^gercent did not 'submit most of the required- 
reports for- prior reporting periods. In only 17 percent of the^ 
oases where most reports were not submitted did" we find evidence 
that ONP tried to obtain the missing reports. 

Finally/ when ON? representatives identified awardee 
problems, they did not always attempt to resolve them. In addi- # 
tion, we found many problems that the representatives had ncf 
identified. 

* • 

^ For example, although one awardee's statement of work 

showed it would undertake eight tasks, the files showed no 

evidence of anything being done on seven o£ "tKe tasks. The^ 

ONP representative said that he had done nothing regarding 

the -apparent lack of activity on the seven tasks. 

Evaluating project performance ^ . 

before renewing awards" ■ " 

A major factor 1/1 a renewal decision should be the awardee's 

performance under the preceding award. However, ONP did not 

« 

require that awardees* performance be evaluated before the awards 

4 , 

were renewed. 3ased on our •sample,. 82* percent of ONP's awards 

• £ ■ ; 

were renewals*, and onW 13 percent had any meaningful evaluation. . 
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and onW 13 \ 
o^sepa&ation of grant and ^ \ 



contract management from program 
management responsibilities 7 



Most, of ONP's problems stemmed from Labor's failure to 
separate , grant -and Contract management responsibilities from' 
program responsibilities. The ONP officials charged wifh 4 
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ensuring that <jood award management practices were followed 

were also responsible for accomplishing program objectives. 

Labor special ists e in grant and contract management were seldom 

involve^ in ONP award activities. Consequently, most of the 

award activities*, such as evaljating and negotiating proposals, 

were handled by program staff who placed little emphasis on 

following good graijt and contracting practices. 

Recommendations and « 
Labor response * 

As a result of the problems we found, we made several recom 

nendations to the Secretary of Labor. Among these are that the 

Secretary direct ONP to ■ * 

— make greater use of competitive awards for its speciaA 

projects andofully justify any sole source award, 

— require program offices to fully carry out and document 

all evaluations of proposals and negotiations w»ith - 

applicants, "\ > 

— require that preaward authorization letters specifically 

state what the Government and avardees have agreed upon 

to protect the Government's interests, « 

—place a greater emphasis k c*t its monitoring activities* , 

' % and , * . % 

—prepare written assessments of an- awardee's performance 

under ^rior awards- before refunding the awardee* 

\ * 

i The Secretary should" also separate ONP's grant and contract 
manpgein6nt functions, including grant and contracting officer 

\ * 

8u.ttiori.ty, frcm \ts program management responsibilities. 



/ * % Labor has 'responded positively to our recommendations and 
is taking actions to implement them. : ** 

♦ > tr » " 

" INFORMATION ON FUNDING COMMITMENTS v * 

FROM COMPREHENSIVE EMPLOYMENT AND 
TRAINING ACT TITLES SII AND IV i 

DURING FISCAL YEAR 1981 '* ' \ 1 . 

9 The 'primary objective of bur August 31 report was to addres 

concerns relating to Labor's C5TA titles III and IV awards from 

September 1, 1950, through January 31, 1981. We made a detailed 

analysis of a selected sample of awards and reviewed the opera- 

tion of the CETA title III/IV steering committee. 

. m \ 

Detailed analysis of a . . * 

selected sample of awards \ 0 

The sample choten consisted only of awards administered 

by ONP> and the Office ''of Youth Programs because, these offices* 

administered 8? percent of the ^tles III and IV discretionary* 

funds during the specified^ time frame.. We identified a universe 

y of 193 awards, 88 administered by ONP and io$ by the Office of 

Youth Programs, and subsequent!^ analyzed 15 ONP and 19 Office 

to "\ 

of Youth Programs' awards . 

Detailed analysis of these $4 awards 1/ further substan- 
tiated the findings contained in our earlier report and showed 
'that goqd contract and grant procedures were not always adhered 
t*o duping the award process. Following are some examples.' 

Example A 

The purpose of the proposed $175,790 award % was to -study 
alternatives for increasing the employability of disadvantaged 



1/The awards involved 16 awarde'es in that some received 
multiple avafcds. 
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«. adolescent mothers by Identifying resources and developing * - 
/ resource dietaries to provide career information and guidance*. 
Our review snowed: 

- —The Off tee' of Voutji Programs' representative responsible 

for this cpntract, recommended against the award and 
•J 

never completed the negotiation because (1) the proposed' 

♦ statement or 1 . work jfailed to oresent a. sufficiently 

understandable and, defensible approach and (2) the * 

objectives were "a mish mash of evaluation, technical 

assistance and direct provision o-f services." 

-The ^vraer Admfnistrator of ONP forwarded a pr^award ■ 

authorization on January 15, 1981, to start Incurring 

costs of. $,20,000 for the period January 19 through t * 

>^pruary 18, 1981, despite the Office of, youth Programs 1 

V representative's recommendation against the award. 
* . w * % 

—The Office of Youth Programs 1 representative said there" - 

# • f*i 
* v 

was no apparent reason for Labor to award this contract 
i •because of its limited impact upon the labor-market. . 

--On April ,2, 1981, Labor notified the awardee py tele- 
gram tfiat the award was being terminated for the 
convenience of the Government. According to a Labbr 
i contracting 'services of ficial," Labor paid tfye awardee 
$27,, 953 and closed out the award. '*** 
Example 3 * ' 

The awardee Was a design, engineering, and analysis firm 
specializing in solar environmental systems, enerif technology 
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studies, and product servicing and marketing. *£he company is 
a- cu^tom^manuf acturer/fabr icator of energy^sj^ems anc* cJevfces. 

"* f)ne ofc the contracts this awardee. received during the 

* * * < f 
specified tiine fra,me was for ^455,570* covering the peri<& ] ^ 

October 15, 1980, to (libber* 14, 1981. The award was finalized 



on December 9, 1980^ for *he purpose of establishing a Hispanic 
Tf^errar*yn(3 recruitment system to mcreas^e the employment 
4 opportunities *Jar professional Hfspanics* in the "Federal Govern- 



ve responsible for this 



re w showed : 
^y^S^en though. the Stop representatY 

lcon^actv^as^\concerned. about th^f contractor* s^capability. 
^^-£fte pjrope^f /was funded at the insistence of the former % 
\ Administrator 6f_0NP 



^ Accojdin^g vtorthe On*> representative, the negotiations 
\ \ - ^. 



* tooJc place on December\5, 19^0^ abo.ut j£._months aft' 
vthe effective date of thV award. 



'•According t^fthe ONP representative, as offAugust 13,. 

f s * \* c f 

• \) \ N 

i98*I, no one toad received^mployment as a result of 

"k^r ^ . . * i 

"hfcs award. %' 

* — In July 10, \981, telegrams the awardee was informed ..^^< 
, tl|at the contract will not be refunded* or' extended 

I 

' • «*\» when it expires in October 1581. 

Opp£xation of the title III/IV v ^ 
stjeeripg committee 

Another concern related to t/he opera tibn of a special*. 

departmental committee established to review grant and contract 

proposals. Our work showed ' that , thijoiKjh a September 25, 1979, 
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memorandum, th« Secretary of Labor established a steering com- ^ 

mittee to oversee the use of CETA t*itle III discretionary funds. 

In thi3 memorandum tbe^ Secretary designated four individuals to 

sit as a committee to approve or disapprove expenditures related 

to the approved fiscal year 1980 title III funding plan. The 

funding' plan is the document that ONP prepares as a guide detail- 

i 

ing the projects this office hopes to fund during the fiscal year. 

This committee also approve^ or disapproved awards from the CF1TA \ 

title IV funding plan, although we found no similar memorandum 

\ » • 

\ 

authorizing this action. j ^ 

We contacted each of the> four committee members to discuss 

their role and responsibilities. One member declined to talk with 

us. The!} other 'three generally thought that their role and respon- 

t * 
sibilities were (1) to review the award proposals for merit»from 

their respective organisational pos itions and 1 2 ) to ensure some 

% 

measure of accountability of the funds being spent. The decisions 
they made on thte award proposals were done on a consensus basis 

A ♦ ' • ' 

• and not by voting. * 

. We found no written criteria to explain why these mdivid- 

uals were appointed, no dates for their terms of appointments, 

and no written operating procedures detailing how they were « 

supposed to carry^ out their responsibilities. 

Our review showed that determining if steering committee 

actions wece a^ropr iate\ was difficult because records of meet- 
♦ v 

ings were not well maintained. According to an ONP official, 
separate minutes were to be kept on titles III and IV award 
.actions. The title III, minutes do reflect what proposals were 
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considered a*ra wKat Actions were taken; however, the minutes do 

not show who was present, what was discussed, about each proposal, 

or how the decisions were made. Meetings 'regard ing title IV, on 1 

the' other hand, had no recorded minutes. According to a former 

' **. 
assistant to ^he committee, only handwritten notes were kept on 

the proceedings, and these were* destroyed once the appropriate 

title IV program sta£f were notified of the comma t tee ' s actions. 

CURRENT 'ADMINISTRATION ACTIONS 

' IN RESPONSE TO GAP'S REP ORTS . - • 

y ' 

Labor's Employment and Training Administration established 
a task force t*6 address the problems we found. The task force % 
was comprised of Labor officials with diverse skills)^ including ^ 
specialists in contracting, financial management, management 
analysis, and program assessment. The task force is developing 
a directive designed to establish procedures for improving the 
Employment and Training Administration's awards process, which 
includes ONP and the Office of Youth Programs. ' 

We have met and discussed the proposed directive with Labor 
officials on several occasions. Although at the^ time of our last 
meeting the directive 1&d not been finalized, the actions Labor 
officials told us they planned to take appear £0 be 1 an effective* *" 
means of improving the administration of its award activities! 

Mr. Chairman, tfiat concjLude^ our statement. We will be 
happy to respond to any questions you or other members of the » 
Committee may have.* - - 
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October 2 f 198! * 
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Ono Swf w ow yj 



The Honor ob U Orrln G. Hatch 
Choi noon 

Committee on Labor and 

Huwn Resources 
United States Sonata 
Kashlfiflton, D.C. 20510 



ihl&fitc 



Deo r'fl^ Chairman: 



addressed to tha Executive 1 



Yoor lattar of September 24, 1981, 
Director of PUSH For Excellence, Inc., has been given to me for 
enswer end reply. . , > 

# The earlier letter frpm your Committee, dated July 10, 1981, 
was given to the Comptroller of our organization ior response. 
Unfortunately, Mr, Ashford, the comptroller met with his untimely 
death befora he was able to respond. This caused the deley. 

.In answer to your questions, we wish to first state that we 
ere willing to cooperate fully with your.Coramlttee, Also, I, 
wfsh to state that with respect to,the Labor Department Grant 
(CETA) made to PUSH For Excellence, Inc., the following facts ere 
stated In response to your questions. 



(1) 



The grant, was awarded In mid-January 1981. 



(2) PUSH For Excellence, Inc., on Its own, terminated 
the grant on September 29, 1981. 

(3) As of this writing; PUSH For Excellence, Inc., Is 
not edmlnlsterlng e CETA grent. 
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The Honorable Orrln G. Hatch 
October 2, 1981 

Page Two 



<4) 'PUSH For Excellence, Inc., has not entered Into any 
' ' sub-contract nor "second tier" (sob-sub) contract. . 

Further, we do not presently have any service project 
'contact* nor did we enter Into any during the time 
the (jrant was active. ' 

(5)' In view <bf our answers given above. It Is evident that 
we have nbt made any payments to sub-contractors. 

Should you have any further questions please direct then 
to me at may address Indicated below* — ..... — — 



Sincerely, 




Istant General Counsel 
Suite 1600 

The Illuminating Building 
55 Public Square 
Cleveland, Ohio 44113 
(216) 241-1835. 



Hand delivered copies to: 



Mr. Dan Gil 1 *^ 
Mr. Ray Mollenhoff 

Committee on Labor and Human Resources 
Ms. Maggie Peak, Acting Comptroller, 

Operation PUSH, l*hc. 
James L. Felder, Esq., Vice President 
for Administration "* 
Operation PUSH, Inc. * 
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The Chairman. Our next witness will be the Assistant Secretary 
for Employment and Training, M* Angrisani. 

Mr. Angrisani, would you raise your right hand? Do you swear to 
tell the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Angrisani. I db. 

Tlie Chairman. Thank you. You-ma? proceed. 

STATEMENT OF HON. ALBERT ANGRISANI, ASSISTANT SECRE- 
TA^y FOR EMPLOYMENT AND TRAINING, DEPARTMENT OF 
LABOR ' \ 



Mr. Angrisani. Thank yo.u, Mr. Chairman 
- I~am - pleased to appear before you today to discuss the funding 
and management of discretionary programs under titles III and IV 
of the Comprehensive Employment and Training Act— CETA. 

This administration, as you well know, is dedicated to the effi- 
cient and effective operation of all Federal programs. It is our 
intent at the Department of Labor that CETA programs be operat- 
ed in the most cost-efficient manner possible and that programs 
achieve the stated goals of the act. Our management 6( CETA over 
the next year will continue to be directed at realizing these pur- 
poses. - ' ^ 

The integrity of the Employment and Training Administration's 
/ management of CETA discretionary programs has been of great 
concern to me since my first day in office. When I arrived at ETA I 
quickly became aware that there was considerable confusion in 
contracting and funding of these .programs. Specifically, the follow- 
ing situation became apparent to me: 

Spending plans for discretionary programs under CETA titles III 
and IV were apparently oversubscribed by approximately $42 mil- 
lion. 

In many instances, proper contracting procedures were apparent- 
ly not followed. 

There were no clear audit requirements or performance stand- 
ards for contractors. 

There was extensive reliance, on noncompetitive or sole-source 
funding of discretionary programs. 

Letters and telegraphic contracts were frequently and inappro- 
priately utilized. 

There was no systematic monitoring of contractors and gr&ntees 

My early perception of this situation has now been confirmed by 
^vo recently Yele^sed' reports of the General Accounting Office— 
GAO-HJn this- subject which were discussed earlier. These two 
reports, along with followup consultations with.GAO staff, have 
given us valuaWe insights as to the shape and dimensions of tfie 
internal management problems related to our CETA titles III and 
IV discretionary programs' as well as useful guidance on how these 
problems should be remedied. T 

Bringing order to the CETA titles III and IV discretionary pro- 
grams, was one of the greatest challenges I faced during my early 
.weeks in office. I think that this challenge was met in a way that 
reflects great credit upon the Department. I would now like to 
summarize the actions that" were taken in those early weeks. 

87-1811 0-82—17 ' \\ ftv^j ' 
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On January 21, 1981, our first day in office, an' immediate freeze 
on any further obligations of -Federal funds was imposed. This step 
was taken on the basis of information that procurement activities 
for CETA titles III and IV discretionary programs were out of 
control. Available resources and spending plans apparently had 
been oversubscribed by a wide margin. Within days, ETA staff 
developed reports on the extent to which these funding plans were 
oversubscribed as well as a complete inventory of the. hundreds of 
contracts and grants that were ^frozen in the procurement pipe- 
ine. y 

Over the course of the following 10 weeks, we undertook a review 
of each grant and contract that had been awarded under the fiscal 
year 1981 budgets for discretionary resources under CETA titles IH 
and IV. I personally supervised this process and spent much time 
reviewing information and assessments concerning several hundred 
grants and contracts. 

As a result of our review, we terminated more than 20 contracts 
and reduced the funding levels for more than 100 others. All other 
contracts were short-fundejd only through the end of the ypar (or 
sooner, *in some cases), to allow sufficient time for a more thorough 
review of the contracts. 

At the same time, we instructed staff to evaluate the perform- 
ance of each discretionary program contractor and grantee and to 
thoroughly review any audits of these contractors and grantees 
prior to future funding. 

By the end of March 1981, we had arrived at new spending plans 
* for both CETA titles III and IV discretionary programs that were 
not only in balance but also designed to bring about a smoother 
transition to the reduced funding levels projected for fiscal year 
1982. That we had regained controller our budget was amply 
. demonstrated by our lability to absorb the midyear rescissions of 
$17.5 million from title III and $50 million from title IV in a 
manner that resulted in minimal disruption to program operations.' 

While we were able to handle the immediate situation through 
these concerted management actions, we alsq needed to change the 
system to insure that such problems would, not happen again. 
Therefore, we undertook a.review of contracting procedures in ETA 
and. found them deficient in a number of respects. 

For example, there was no tightly contrqjWd formal process gov- 
erning contracting. Therefore, I established a task forqe to develop 
a new process and procedures Jo be used by, ETA staff for develop- 
ing, awarding, and 'overseeing individual contracts ^ and grants in' 
ETA. ■/ ' 

The task force worked under my direct, oversight and included 
highly qualified Department of Labor employees having expertise 
in .Federal -procureaont procedures, financial management and 
control, general aaministration of employment and training pro- 
• v *j&$ rams > anc * management analysis. The task force also worked close- 
ly with staff of the Office of the Solicitor on clarification of legal 
issues and with the Office of the Inspector General for advice on 
audit and investigatory matters. % "7 

, I directed the task force to design a system to insure proper 
monitoring, auditing, and followup. Where this was not done for- 
mally, there .would be required notification to my office and the 
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Office of the Inspector General The goal is to have procedures in 
place making it clear exactly what is to' be done and, where those 
- procedures are' not followed, to require an explanation and justifi- 
cation to the Assistant Secretary as to why they were not. 

Thd hew procedures are being implemented thrdugh the issuance 
of a formal standing agency directive, thus helping to insure a 
long-lasting impact in terms of avoiding future recurrences of the 
' « , problems' I have mentioned. I have already sent a copy of the draft 
directive to the committee and would be pleased to make an* updat- 
ed version available today. It also has been shared with the GAO, 
the Inspector General, the Solicitor of Labor, and other congres- 
* sional committees. We have received a number of useful sugges- 
tions and are in the process of incorporating them in the directive. 

I believe thi^directive will strengthen ETA's award and adminis-. 
- , tration of contracts and grants in the following areas: 

First, a more formalized and open process for funding titles III 
and IV discretionac^programs, I am instituting a formalized inter- 
rial planning process to determine which programs are to be 
funded under the. discretionary. account. The formal plan will be 
utilized as the sole basis for funding discretionary programs under 
titles III and*tfV. After the plan is approved at the departmental 
level, it willjbe shared with OMB and the Congress. Anyone wish- 
ing to have a proposal funded will have to go through this formal 
planning process or an amendment to the plan. 

Second, more extensive use of competitive procedure^ to award 
contract "grants. As a result of my direction it is now ETA's policy 
to n^ake maximum use of competitive award procedures when issu- 
ing contracts and grants. \ 

The Chairman. I am glad to hear that. • 
- Mr. Angrisani. Except for those programs that, by law or DOL 
regulations, require the issuance of grants to agencies or organiza- , 
tions ori a formula basis— ifi^r example,- "CETA prime sponsors and 
State employment security agencies— it, is npw our pol^idy to require 
all awards to be made competitively .unless it can be unquestiona- 
bly justified and documented that a noncompetitive contract or 
grant would be in the best interests of the Government. 

Third, more rigorous assessment of performance Remonstrated by 
contractors an<j grantees before funding is renewed. We are now 
requiring that the performance of individual contractors and grant- 
ees be assessed and documented in detail before any decision is 
made to issue them new funding agreements. This applies to old 
contractors as well as new ones. I would like to emphasize that this 
assessment process will include determinations as to whether or 
. not the contractors and grantees have fulfilled their responsibilities 
relative to audit resolution and debt collection. Preaward reviews 
will be required to determine the financial management capabili- 
ties of new contractors or grantees with whom the Agency contem- 
; plates doing business. 

Fourth, more thorough evaluation and negotiation of contract 
and grant proposals. At my direction, stricter evaluation standards 
a^e being issued to insure that. contract and grant proposals are 
thoroughly evaluated by ETA staff and that negotiations with pros- 
pective contractors and grantees are conducted in a rigorous 
manner and are properly documented in the official written re- 
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• cords. Putting these standards in place will insure that Jhere is a 
detailed, documented audit trail in the procurement process. 

Fifth, more appropriate use of letter and telegraphic contracts. 
We will minimize the use of letters and telegrams that autfyprize^ 
contractors and grantees to begin work and incur'^xpenses before 
their funding agreements have been fully executed, uiven the fact 
that such letters and telegrams will be necessary on certain occa- 
sions, we have also established guidelines requiring that they in- 
clude appropriate terms and conditions that will protect the inter- 
ests of the Government. 

Sixth, improved onsite monitoring of contractors and grantees. 
We have established new standards that will serve to increase the 
frequency and quality of the onsite monitoring that is conducted on 
our contractors and grantees. We plan to monitor each contractor 
and grantee onsite at least once a year. Also, Federal staff who 
conduct monitoring visits will be required to prepare written- re- 
ports of their findings for prompt review "and attion by their superr 
visors. r * \ 

Last, a methodical review of finanpial, and progress reports sub- , 
mitted by contractors and grantees. New procedural requirements 
are in effect to insure that written financial and progress reports 
submitted by -con tractors and grantees^are promptly and carefully 
analyzed by assigned Federal staff. Steps have also been taken to 
> insure that delinquent reporting by contractors an'd. grantees is 
detected and remedied early on. 

" In addition to these procedural reforms, I also intend to adopt 
the GAO recommendation to separate the Office of National Pro- 
gram % grant and contract management functions from its program 
nianagement functions. The award management function, includ- 
ing grant and contracting officer authority, should be independent 
ofONP.^ m 

The Chairman. Mr. Angrisanir we will put your full statement in 
the record, without objection. I wonder if, in the interests of time, 
you could summarize the rest of it so thstt we can ask some ques- 
tions? f 

Mr. Angrisani. OK. If I could just take' a second, I will summa- 
rize this then. \ 
* Those are largely the changes we plan to inake^ 

One other point I would l|ke to touch on. concerns some of the 
changes we have made in the audit .resolution process; which is 
also in my statement, Mr. Chairman. We had some 600 backlogged 
audits that had been unresolved. We — Secretary Donovan and I — 
pledged* to the Congress during last year's appropriations process 
that we would resolve those audits and bring Qurselves to a current 
status.- • 

We have done so. We have resolved the andits. Our task force is< 
currently in place to continue into future action^ on audits; and we 
feel &t this poin£ in .time/Mr. Chairman, that we have proposed 
and put in, place efficient protections to guard against the problems 
« I have outlined and to bring ourselves current- on audit backlogs. 
We are in an excellent position to move forward into the future 
with the programs I have outlined to yoif here today. 

[The unstated portion of Mr. Angrisani's prepared statement 

follows:] e '; 
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* From the Prepared Statement of Mr Ang~risa.ni 

I fully subscribe to the basic thrust of this recommendation— which is that ade- 
' quate internal checks and balances cannot be maintained if an excessive degree of 
authority is concentrated in the hands of a single official On this point, I assure 
yuu, uf my commitment that the new organizational structure of ETA will separate* 
functions recommended in the GAO report The procedures we are putting in place, 
respond not onl> to GAO's concerns about Jthe Office of National Programs, but will 
t also en&ure that the Assistant Secretary or any other official will not be able to 
^ aub\ert&he contracting process. I believe that the checks and balances and require- 

ments fur documentation we have built in the system will deter abuse of the 
process 0 - * 

The procedural reforms and organizational realignments I have just described will 
have a long lasting impact in helping to ensure that the award and administration 
„ uf ETA contracts and grants is tvpified by integrity and professionalism Establish- 

ing through a formal agency directive the new and detailed procedures l\have 
outlined will assure that the contracting process for discretionary programs* will 
work in a proper and efficient manner Although it may be impQSSible to be totally 
certain that future abuses will not take place, the new procedures will go far to 
ensure that the situation Wound when I took office does not reoccur. 

audit resolution ^ 

I would now like to turn to another area which I have given highest priority This 
is Jhe area' of audit resolution which I know is of interest to the Committee. 

First, let me provide some background as to what we mean when we talk about 
. audit resolution The first step in audit resolution is the questioning of costs — that 
is when the auditors in their report take exception to specific costs or activities 
, conducted by the* grantee ETA then examines the auditor's findings, reviews any 
additional documentation provided by the grantee, and ultimately allows or disal- 
lows the questioned costs It is at this point, when an ET^V grant officer issues a 
final determination, that the *|udit is considered "resolved ' Costs which are disal- 
lowed are added to the ETA accounts receivable * ' 

Upon assuming office, I examined the efforts undertaken by the Employment and 
Training Administration in the area of audit resolution , ETA* has had a dismal 
record of taking years to address audit, reports, failing to recapture misspent funds 
and not correcting nSoted systems deficiencies which lead to recurring problems I 
would like to summarize for the Committee the actions I tiave taken to date to- 
rectify the ETA audits situation* 

On January 31, 1981, ETA held 600 backlogged audit reports. Recognizing the - 
magnitude of this problem, I assigned first priority to the auclit resolution effort and 
I reviewed the performance standards of appropriate managers to insure that this 
o priority was properly reflected. 

Between January 31, 1981 and June 30, 1981, I had a special task force of 22 
people handling auditaof national contracts — which constituted the vast majority of 
the audits By June 30, 1981, ETA had reduced the number of backlogged audits to 
440. ~ * ' - 

I then inynediately put in place a second task force, to work side by side with the 
existing group, because *it was clear to me that additional effort would be needed if 
we were to meet the Congressional mandate that all backlogged audits be resolved 
by September 30, 1981. 

By September" 30, 1981, ETA, working closely with the Office of the Inspector 
General,, had attained our objective*— ETA now holds no backlogged audits pending 
resolution. * t 

A total of, $200 million had been questioned by IG auditors in the backlogged 
t audit reports The audit resolution established, that the U.S Treasury was owed 

about $75 million of the $200 million in questioned costs. 

What the above findings document, however, is that we have identified amounts 
, owed the Federal Government after an extensive review of questioned costs. It does 
not mean that we have recouped" these amounts. On eac)\ of these audits, we still 
must' enter into a debt collection process I detailed this time— consuming process to 
Senator Quayle at a June 11 hearing As I indicated to him, I thmk there is a need 
for us to wotfk together to rationalize that process and put a debt collection system 
in plaee that has proper incentives to pay back the Federal Government what is 
owe^i. , v 

« Briefly, the present process is«,as follows* A Federal determination disallowing 
costs is made within 4 to 6 months of the date the audit report is issued The 
t ' grantee is then entitled to a hearing before an Administrative Law Judge. Debt . 
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, collection activity must be postponed unttl the Administrative Law Judge's decision 
is rendered At that point, we are expected to resume aggressive debt collection 
which, given the financing mechanisms of the public jurisdictions to which we grant 
CETA funds and the limited financial resources of nonprofit organizations, is a 
difficult prcfolem. The entire process may take up to 3 years in some instances, and 
this is assuming that the grantee does not seek review- of the Administrative Law 
Judges de^isjbn by the Secretary and then continue the* case in circuit court. 

I am preparing a 'debt collection plan which will ufilize every administrative 
means available to us under current law to accomplish collection This effort will 
include retention of the task forces As well, I fully intend to take.all steps possible 
to improve and speed up our collections. 

CONCLUSIONS 

Mr Chairman, I believe the procedures I have put in place will greatly strength- 
en the management and performance of ETA programs The. deficiencies in the 
management of discretionary programs that If found when I assumed ofTige made it 
essential to take quick and effective- management action. This has required a great 
deal of staff time and resources, and my own time as well, but the effort has paid 
off I believe we now have an effective system in place for awarding and administer- 
ing discretionary contracts and grants under CETA. Furthermore, I believe this 
system will prevent in the future the types of problems with which we have had to 
deal This* area will continue to receive, my priority attention and I look forward to 
continuing to work with the Committee in striving to improve our programs. 

This concludes my prepared statement. At this time I would be pleased to answer 
any questions that -you. or other members of the Committee may have. 

The Chairman. Thank you, Mr. Angrisaai. 

We will, without objection, put all exhibits that have been used 
in this matter in the record' at "the appropriate place throughout 
this hearing. 

Mr. Angrisanvyou outlined the areas of concern that you found 
and addressed step-by-step from January through August when the 
GAO reports were finalfzed. Tour office's efforts were discovering 
most of the same problems the GAO reports advance. 

Even without these GAO studies being conr^efed, are you still 
convinced that your independent review demonstrated serious con- 
cerns in the award'procedures as thlpexisted in the ETA? 

Mx. Angrisani. Absolutely, Mr. Chairman. The GAO study 
really saved us from doing an extensive analysis based on our own 
initial opinions and conclusions. 

.The Chairman. But you had already found some, and you felt 
that your own analysis, would have come up with the same prob- 
lems? * - 

Mr. Angrisani. Yes, sir. 0 
m The Chairman. Let us look at how you personally view your role 
in this process, specifically in relation to your' personal approval of 
certain awards. If the program reps or othejr subordinates -disagree 
with either the letting of a sole source contract or itemized pro- 
grammatic deficiencies and yqu overrule them, do you feel that you 
or your office should provide a written justification for your deci- 
sion? 

Mr. Angrisani. Yes, Mr. Chairman, definitely. There is no doubt 
that there will be times when I may disagree with the findings of 
our ioards, and I would certainly provide all of that in writing and > 
want it no x>ther way. 

The Chairman. And you are going to implement that as an 
ironclad rule? 

Mr. Angrisani. Yes, sir. That is in our draft proposals right now. 
The Chapman. I certainly hope that you adhere to that view. > 
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On another issue, I described in my opening statement youp 
offices frustrations in resolving a $2. million grant'to PUSH. For 
Excellence. As I explained, your office has been negotiating dili- 
gently since April of this year. Is that correct? , > 

Mr. Angrisani. That is correct. 

The Chairman. As I understand it, as of October 1 of this year, 
while in a meeting with our committee Staff you were .actually just 
about to make a final offer to the* grantee with regard to -its 
•termination. Is that correct? m 

Mr. AriGRisANi. That is correct. 

The Chairman. And the next day we notified you we had re- 
ceived a response— that was a letter, dated October 2, 1981 — from 
our inquiry of PUSH For Excellence, who stated they had termi- 
nated the grant on their own— and we will put thai in as an 
exhibit at this point, without objection— 4 days before, on Septent- 
ber29. . 

[Material referred to follows:] 
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DIRECTIVE: 
TO : 
FROM : 

SUBJECT i 



EKPLOYMEOT AND TRAINING ORDER W. 

NATIONAL AND REGIONAL OFFICES 

' N 

ALBERT ANGRISANI 

Assistant Secretary of Labor 



Improvements in Managing ETTA National Office Administered, 
Job Corps and Regional Office MAT Procurements 



1. 



purpose . 



a. lb state the policy and improve t^e- process to -be used by ETA 
staff in the development,' processing, award and oversight of National 
Office administered, Job Corps and Regional Office hfAT contracts and 
grants, and w m 

b. lb establish the basis fpr the- development and application of 
personnel performance standards for ETA staff affected by this Order. 

2. References . P.L. 95^87; P.L. 95-5<£7; P.L. 95^524; SO 4-76; 90 11-79;, 
20 CFR Part 676; 20 CFR 1.203.1; 29 CFR Part 89;* 41 CFR 1-15; 41 CFR 29-60; 
41 CFR 29-70; DLMS-2 Chapter 800 thru 839; DIMS-6 Chapter 920 thru. 928; 
DLMS-8 Chapter 1600; MA Manual Section 2457 and 3117; KIO 4-80; BT Manual 
Section 2464; FM 216-81, Change 'l; an5 ail other applicable laws, rules 
and regulations. 

3. -Background - ETA's procurement and management practices have been 
criticized by various agents and members of Congress/ by the news media, 
and by other organizations. Specific criticisms have focused on "heavy 
use t without documented* justification," of sole source vsy competitive 
procurement actions, the lack of assessment, monitoring aneUevaluation of 
contract/grant performance for funding or, refunding considerations; and 
on the failure to fully document procurement actions and file required 
records in the official contract/grant files. Associated concerns were 
the lack of clear statements of work and standards for measuring per- 
formance; 'and the need to strengthen other pre-awar3 activities, such as 
procedures for authorizing start-up activities before awards are 
executed. - » ' 4 
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Based on these ^findings, it .is. in the best ^interests of ETA to 
bring greater rigor and uniformity to its rfanagement of the sub3ect 
contracts and grants. Consequently, this directive is being issued to • 
provide ETA. staff with guidance on policy to ensure fiscal integrity 
&rxX managerial accountability in using public resources and in under- 
standing their responsibilities concerning; 

* a. -Established guidelines that must be followed in substantiating 
and obtaining approval to award a contract or grant on a noncompetitive 
basis. 

, b. Established guidelines that must be followed in managing and 
conducting competitive contract and grant award processes. 

c. Establish standards that must be observed in monitoring and 
assessing the performance of individual contractors and grantees. 

d. 1 Establish standards for ensuring that official contract and 
grant files include all^ documentation required by applicable laws and 
regulations. \ * 

e. 3 Establish standards for ensuring that .the .written terms and 
conditions of contracts and grants include complete and precise statements 
as to the work that is to be performed under the contract or grant. 

f . Establish certain other safeguards such as controls and 
accountability mechanisms designed to ensure the integrity and capability 
of the rton-»Federal organizations with whom ETA entrusts public resources. , 



4. Policy. It is the policy of ETA to ensure that its contracts and 
grants result in the most cost-effective use of public resources./ In 
furtherance of this policy, ETA shall: J 



* a. Make maximum use of competitive award procedures when issuing 
its contracts and grants. -> < 

b. Issue contracts and grants to organizations whose fiscal integrity 
and capabilities have been established and documented. 

c. Issue pre-award telegrams and letters or authorize Retroactive 
contracts and grants only under stringent conditions* 

ji. * Clearly specify the work to be performed by contractors and 
grantees in the •terms and conditions of their procurement. ' 

* e.» Rigorously monitor and assess the performance of contractors 
and grantees. * 

f . Maintain a complete record of all transactions fn an official 
contract/grant file substantiating ETA's management of the procurement. 
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5. f ETA Personnel Performance , ETA officials and their subordinate 
managers and supervisors 'shall ensure that the requirerents and standards, 
«et forth in this ET Order are appropriately reflected m'-tihe performance 
standards of individual staff who are responsible for carrying oat these 
functions and tasks. * 

i 

6. * Authority and Responsibilities . * % 

' 4 

a. Assistant Secretary for Employment and Training — 

(1) Fulfills the statutory and regulatory' responsibilities for • 
the administration of employment and training programs as delegated by 

the Secretary of Labor through the Code of Federal Regulations, Orders and 
the Department of Labor manual series. * .« 

« m 

(2) . Redelegates Contract/Grant Officer authority to the degree 
deemed necessary to ensure an accountable procurement process. 

13) Approves the ETA Annual Advance Procurement Plan (AAPP) 
to secure the Assistant Secretar^BPr Administration and Management * • 
for approval before any procurement contained in the AAPP, or modification 
thereto, is. initiated. « 
* 

(4) Has final responsibility for the development of contracts 
and. grants. v ' 

* b. ton tract/Grant Officers' and Contracting Office- 2 - 

* . (1) Are redelegated authority by the Assistant Secretary* to k • 
^procure property and services required by the ETA in support of employment • ' 
and training programs. * , % < + 

(2) Authorize the processing of procurements contained in the ■ 
AAPP,, or modifications thereto, only after the AAPP has been Approved by * 
the Assistant' Secretary for ETA and submitted £y him to and. approved by 

the Assistant Secretary for Administration and Management. 

r • * 

(3) Sign and issue contracts and grants. 

y " (4) Provide assistance to^program offices in such technical J 
matters as procurement policies, laws and regulations and the development . N 
of Requests for Proposals (RFPs) and Solicitations for Grant Applications (SGAs 
i 

v(5) Are responsible for the publication of RFPs in the Commerce 
Business Daily and SGAs 'in the Federal Register, 

(6) Ensure that procurements are made in accordance with, 
applicable lavs, regulations and a&mhistrative procedures. 

o * (?) "track the receipt of required -file documentation (annual 

assessments, monitoring reports, etc.) from program offices and followup 
on delinquent report*. v 

-J ' • 
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(8) Ensure that decapitation is maintained on the official 
contract/grant tiles to demonstrate effective ETA management of" grants *, ' 
and contracts, and to provide performance information fOs "program offices % 
to consider in the award of future procurements. 

(9) Ensure that past and current performance assessments are 
a consideration in refunding.. • 

' > > +, 

c. ETT^ Administrators of Program Offices— 
* • 

(1) Plan for the" use. of m resources as directed by the Assistant 
Secretary of Deployment and Training. 

(2) Consult with, the Contracts/Grants, Offic^concerning > » ' 
formila-al located and approved AAPP procurements ip order to resolVe 
potential scheduling or procedural problems as well as to establish . * 
necessary "timeframes'" for the processing of special requests. 

a * 

*(3) Prepare schedules for the development of RFPs and*SGAs, * * 
panel reviews and related activities in srder to ensure the timely execution - 
of procurement activities. ' 9 ♦ 

(4) Initiate the documentation to the TSrant/Contract Office'. 
• for the development of procurement activity approved in "the AAPP. 

(5) Ensure that contracts and grants are timely "and frequently 
moftitored, assessed and evaluated after issuance. ' • * 

(6) ^Specify *the work to be* performed by contractors and 
grantees in the terms' and conditions of the ' procurement . - 

d. Program Officer (Federal Representative; Project, s Officer; 5 
Government *%ithori zed Representative) — 4# * » 

(1) Has delegated responsibility from the Contract/Grant 
Officer to serve as the principal agent for the administration of a 
contract (s) and/or grant (sy. 4 © 

(2) Negotiates or participates in the negotiation of contracts 
and grants. 1 

(3) Provides technical assistance to contractors and' grantees.. 

(4) Monitors and assesses 'the quality and timeliness of contractor/ 
grantee performance to ensure compliance with the terms and conditions of ^ 
the funding agreement (within the constraints of other workload factors and 
available travel ftmds). 

(5) Determines satisfactory or unsatisfactory performance based 
on pre-established standards. ' 
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(6) * Notifies the contractor/grantee of problems identified 
through monitoring and assessment. 

(7) Certifies satisfactory performance on invoices to enable 
prompt payment to contractors and grantees. 

(8) /pecarmends to the Oontract/Grant 'Officer modifications to 
the scope of work, price, period of performance, terms or conditions of 
contracts/grants. ' * 

(9) Is not authorized to ccnmit the Government to, a change in 
the scope of work, price, periccf^ performance, terms or conditions of 

a contract or grant, or a modification^ thereto. 

7, Guidelines for Contract/Grants Manageme nt. . This sec tip* provides 
guidelines and standards for the fol lowing aspects of the procurement 
process: 

a. Contract/Grant Officer Authority; f 

b. Annual Advance Procurement Plan; 
c General Pre- Award Guidelines; 

d. Special Pre- Award Guidelines for (jbmpetitive Contracts and Grants; 

e. Special Pre- Award Guidelines for Non-Ocxrpe tit i ve Contracts and Grants; 

f. Monitoring and Assessment of Contractor and Grantee Performance; 

g. Closeout Audit Resolution/Debt Collection; 

h. Contract/Grant Official File ^Documentation. 

- a. . Contract/Grant Officer Authority 3 *** H * x ' 

(1) The Assistant Secretary is delegated Contract/Grant 
Officer authority for Employment and Training Administration (ETA) 
programs by the Assistant Secretary for Administration and Management 
pursuant .to the authority of the Secretary of Labor as provided in SO 4-76 
and DIMS-2 Chapter 810, 

(2) The. Assistant-Secretary will redelegate Oon tract/Grant 
Officer authority at his option to one or more ETA officials in the 

national and regional offices, 

* • fc 

(a) Trie rede legation of such authority by the Assistant 
Secretary shall be in wr^ting*;^ • - . . 4 

(b) • TrJeLjanfes 6f EI£ officials redelegated Contract/Grant ' 
Officer authority shail be oh file.. in &e Office of the Assistant Secretary 
for . Admini s tr ation and hfanagement (QASAM) , 

6 

(3) , Only the. Assistant Secretary and Oon tract/Grant Officers 
have the authority to corrmit the Government" "tfo'the price, 'period of ... 
performance and scope of work, of a contract, grant, or other contractual 
agreement. All Project Officers and contractors/grantees of ETA funds, 
subject to this Order, shall be informed of this imperative in writing 
upp^i awarding of the procurement* m **- 
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b. Annu al Advance Procur ement Plan • . * 

— — , 

(1) All procurements, anticipated for the, fiscal year which 
.are expected separately to amount to over $10,000 and those $10,000 or 
less in the aggregate shall be part of the Annual Wvance Procurement 
Plan (AAPP) , except that formula-funded programs or programs which have 
ccngressicnally-mandated service deliverers are exempt from tiy.s require- 
ment. The AAPP must include contracts/grants for consulting, research 
and demonstration, experimentation and evaluation, even if intended for 
nonprofit organizations. The coverage for consulting services has been 
expanded by CMB to add categories for 1) management and professional 
services*, 2) special studies and analyses, 3) management and professional 
services and special studies and analyses funded by RtD monies. 

(2) Priorities for AAPP procurement with private profit- 
makino firms shall be in the following order as re<juired by Public Law 
9&-87S 

(a) - Concerns which are located in labor surplus areas, 
and which are also small business concerns, on the basis of total set- 
aside. , 0 

(b) Concerns which are small business concerns on the 
basis of a total set-aside, 

,{c) Concerns which are small business concerns, on the 
basis of a partical set-aside. . N ' 

(d) Concerns which are 'located in labor surplus areas, on 
the basis of a total set-aside. 

(e) Competitive procurement without restriction. 

{f) Sole source procurement in accordance with Department 
of Labor procedures set forth in DLMS-2 Chapters 830-839. t 

(3) .Ooninciderft with the above priorities is the requirement of 
Public Law 95-507 to meet the goals for small and disadvantaged businesses. 
These include .procurements pursuant to Section 8 (a)"> of. the «Small Business 
Act and with women-owned businesses. 

(4) ETA Achumstsrators who have programmatic responsibility for 
grants and contracts under aTsudget subprogram shall ensure that individual 
AAPPs and applicable addenda are developed for their subprogram component* 
in accordance with instructions provided by the appropr iate.'. planning 
office, i.e. , the national office component that bears the lead staff 
responsibility for developing and monitoring the funding plan that is * 
followed in issuing grants and contracts under a given budget subprogram. 
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(5). For those procur orients subject to inclusion in the AAPP, 
no procurement actions may be initiated [unless they are part of the AAPP, 
to SftSAM 1CaVOnS theret °' a?proved & Assistant Secretary and sufcrrutt 

c * General Pre-Award Guidelines. This section is applicable to 
all procurements subject to this Order. 
* 

(1) Oon tract/Grant Officers shall request the Office of the 
Inspector General to conduct pre-award reviews of potential contractors 
as contract pricing aids under the provisions. of 41 CFR 1-3.809, and pre- 
award surveys of potential contractors and grantees to determine the adequacy 
of their accounting and administrative systems when these potential con- 
tractors/grantees have not had contracts/grants with the Department within 
the three fiscal years before the prospective contract/grant award. 

* Inability of the Inspector General's Office to conduct such pre-award 
reviews and surveys within 10 worxin$ days of the request shall not 
necessarily block the procurement. One Oon tract/Grant Officer shall 
determine whether the procurement can proceed absent such review or 
audit or whether \the procurement can proceed and be conditionally 
awarded pending the receipt of such information within 60 days of the 
request. A record of these actions and the responses received shall 
be" part of the official contract/grant file maintained fcy the 
Oon tract/Grant Officer. 

(2) tfren'a potential contractor/grantee currently has or has 
had a contract/grant within the last two years with ETA, the ETA 
Administrator with programmatic responsibility for the potential contract/ 
grant shall ensure that a performance assessment of these contracts/grants 
is made from a review of documents in the official files. At a nunimum 
these assessments shall measure performance against the .goals 'and standards, 
reporting requirements, and financial requirements specified in the 
contract/grant. In addition EEA Administrators and Contract/Grant . 
O fficer s shall take into consideration the factors noted below before 
recommending or authorizing the refunding or award of a new contract 

or grant. In making the necessary judgements, such Administrators and 
officers should consider the recency of the circumstances, the corrective 
action taken since the findings, the actual liability on the part of the 
contractor/grantee, the impact on the contractor/grantee's ability to 
meet Federal standards, and the relation of the factors to other informa- 
tion available. These factors are: 

< (a) Indications of poor past performance and inability to - 

meet Federal standards based on review of closeout information. 

1 -"Unauthorized' delay in submission of -final billing 
to DDL (beyond 90 days of expiration date). 

1 ' 1 

2 Failure to return closeout package (witriin 90 
days of expiration date). 

\ 
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# y Failure to properly report and dispose of 
government property as instructed by DOL. 

4 Failure to return outstanding advances within 
120 days of expiration date. ' 
r 

* 5 Final billings reflecting »erious line item or 1 
total budget cost overrun. 

(b) Indications of poor past performance and inability to 
meet Federal standards based upon review of audit information. 

1 Failure of contractor/grantee to have procured 
or to have arranged Tor their own audit coverage for any two-year period 
when given this responsibility by DOL. 

2 Costs questioned or reccqmended for disallowance in 
an audit report in excess of 5 percent of the anountf audited which have 
been disallowed by the contract/grant officer in the final determination 

and/or findings related to internal ai ^jflyn* administrative controls 

should be considered relative to their infect on meeting Federal standards 
and the contractor/grantee's willingnesiB and ability to correct such 
administrative and procedural inadequacy 

-3 Failure to audit subrecipients within the required 
period when responsible for doing so. 

4 _ Failure to establish a mechanism to resolve # - 
subrecipient audits within established timeframes. 

5 Obstructing the audit process. 

(c) Indications of poor past performance and inability 

to meet Federal standards based upon review of debt collection information. 

1 Failure to respond to demand letters from DOL 
for repayment of debts within the stated timeframe. 

2 Failure to comply with approved repayment 
agreement revealed tKrough monitoring or subsequent audit. 

(d) Contract/Grant Officers shall consult with EXA*s 
Special Review Staff and the Office of Inspector General to determine 
if fraud exists or that charges of fraud are about to be officiary made. 
When fraud exists, the contractor/grantee shall not be refunded or <<• 
given a new^award. 

75T Letters or telegrams authorizing the expenditure of Federal" 
jj| funds before the final execution of the' contract/grant agreement shall . 
*be issued only when it is .deemed in the Government* s>4j*;st interests. 
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*. _ , < a) <**y the^ssistant Secretary and>Oontract/Grant Officers 
so specifically authorized by the Assistant Secretary, m, have the 
ferity f°r signing r^e-a^ard letters or telegrams which authorize 
the expeMiture of Federal ffunds. 

0>)* Pre-award letters "or telegrams shall be issued only 
when all parties substantially agree err all matters and shall authorize 
the expenditure for 30 days of no more than 1/12 th of the procurement 
award, e.g w only $10,000 of costs shall be incurred for 30 days for a 
procurement of $120,000. AVa minimum such Jetters/telegrams shall 
contain the amount of the awajd, period of performance, goals and 
objectives, and the scope of work. 

(c) A pre-award .telegram shall be followed up with a 
letter from the Oontract/Grant Officer containing the information provided 
in the telegram. 

(4) Retroactively effective contracts/gran£s and pre-contract 
costs shall be documented by a "Determination and Findings" section. - 

(5) A "Summary of Negotiations^ section shall be included • 
for each contract/grant and shall become part of the official contract/grant 
file maintained hy the Contract/Grant Officer. The Summary shall include 
cost elements relative to such items as salary schedules, timeframes, travel 
and other costs incidental to the work required. . 

0 *^(6) k Each contract/grant shall contain a precise and clearly 
articulated work statement understood by both E& and the Contractor/Grantee. 

(7) Contract/Grant Officers or their representatives shall 
ensure that contractors/grantees establish and maintain a financial management 
system*which provides adequate control of Federal funds and 'other assets, 
ensures accurate financial data, and provides operational efficiency 

and internal controls to avoid conflict-of-interest situations and to 
.prevent irregular transactions or activities, 

(8) Contract/Grant Officers shall not authorize the issuance 
of a Letter of Credit unless: >v «£y 

(a) The award Is- for a period no less than 12 months, 

(b) ,The award is for $120,000 or wore, 

, • (c) The recipient has established or shown its ability 
to establish and keep procedures that will minimize the tine elapsing 
between the transfer of funds to, and their disbursement by, the recipient, 

" (d),- The recipient 1 s financial management system meets 
standards for .fund control- and accountability .described in (1) above. 
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<e) One recipient , has developed or shown it& ability » 
to develop and keep procedures for advances to its subrecipients or 
contractors which conform to standards of timing and amount imposed on 
the recipient by ETTA. » 

d. Special Pre-ftrard Guid eli nes for Qcrpetitive Contracts and Grants 

(1) All contracts and grants sub}ect to this Order shall be 
awarded on a- carpet ltive basis to the extent practicable. ' k 

(a) Contract/Grant Officers shall ensure that a Request 
for Proposal (RFP) for contracts is synopsized in the Ocrrerce Business 
Daily in accordance with the provisions of 41 CFR 1-1. To^ At no time shall 
prospective bidders be furnished the Department's cost estimate of the 
amount of funds it has available for a particular contract. Deceptions 

to this policy shall be limited to the unusual circumstance wherein, for 
example,^ the parameters of a study proposal are necessarily vague. 

(b) Contract/Grant officers shall ensure that a Solicitation 
for Grant Application (SCA) for grants is published in the Federal Regist er. 
At a minumm, SGAs for grants^ shall provide goals and objectives, scope of 
work, period of performance, panel review and award process, timeframe for 
SGA submittal, reporting requirements, applicant eligibility criteria, and 
reference to the appropriate regulations governing the funds. Documentation 
of this action shall become part of the contract/grant file. SGAs may specify 
the maximum Federal funding available for grants. 

.jj(2) Em Administrators ^hall ensure that all responsive com- 
petitive applications from bidders for contract/grant awards for' which they 
will have program responsibility* are rated by panels against rating criteria. 

(a) Members of such panels drawn from components which have 
program responsibility for the contract or grant shall not constitute a 
majority on the panel nore serve as panel chairpersons. 

(b) Every six months, ETA Administrators shall designate 
five professional staff members from their respective components to serve 

as prospective panel members* Designees shall be placed on a roster available 
to all ETA Mmnistrators, and all designees shall be available for panel duty 
when requested. • - N f \ 

(c) PaneA procedures and* rating criteria shall be developed 
by the EIA component which will have program responsibility for the award. 

(d) EIA Administrators requesting the procurement shall 
ensure that summaries or* actual copies of all assessments, financial and c 
quarterly progress reports, or any other pertinent, ^information on operations 
and performance of bidders having had a oontractf^grant over the past two 
years are made available to rating panels. 



c. . 

-10- 




87-811 0—82 8 




110 



(e) W« panels shall docunent their findings, make 

recorxendations based on criteria established by the program office, and 
submit these advisory materials to the designated selecting official (s) . 

(f ) Justification for deviations from panel reccrrnendations 
by selecting official (s) shall be docurented in the panel review file, 
which shall be retained for not less than one year frcm the completion 
of the panel review process. Selection of nonbidder (s) , unless permitted 
by statute or regulation, shall be deemed inapprorpiate and require the 
initiation of a sole-source or competitive award process. The competitive 
process shall, in turn, be initiated only if justified, e.g., insufficient 
or nonresponsive bids to the original procurement announcement. 

e. S pecial Pre-Award Guidelines for Non-tarpetitive Con tracts and 
Grants . # ; 

(1) All contracts and grants shall be awarded on a competitive 
basis to the rraxumm extent practicable consistent with pertinent laws, 
regulations and executive orders. Noncompetitive procurements (sole 
source) shall be executed only if included in the approved AAPf, or 
modification thereto, and after justification and approval by the 
ETA Administrator of the program office initiating the sole-source request, 
the Assistant Secretary, the Department's Procurement Review Board (PRB) 
in the Office of the Assistant Secretary for Administration and Management 
(taSAM) , and the Assistant Secretary for 'Adnunistrationand Management (ASAMt. 

The only exception to this requirement is an unusual and compiling 
emergency where the Government would be seriously* injured if delay of the 
contract were required. An example would be the need to replace the roof 
of a Job Corps Center after it was blown off in the teid of winter. 

(2; One following types of contracts and grants are subject to 
review by the PRB and approval by the ASAM (Note: CMB is expanding the 
coverage for consulting to include 1) management and professional services, • 
2) special studies and analyses, and 3) management and professional 
services and special studies and analyses funded by R&D ironies.): 

(a) All noncompetitive awards over $10,000. ^ 

(b) All noncompetitive consulting contracts. 

(c) All competitive consulting contracts over $50,000. 

(d) Modifications to construction contracts over $200,000 
(other than equitable adjustments pursuant to the "Changes" clause) . ' 

(e) All consulting personnel appointments. 



(f ) .All noncompetitive discretionary grants. 
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In addition to review by the Procurement Review Board, proposed , 
noncompetitive contracts for research over $10,000, are to have prior review 
and approval by the Assistant Secretary for Policy Evaluation and Research 
(ASPER). 

(3) Exemptions and Partial Exemptions. The following classes 
qf contracts, grants, agreements, or modif ications are wholly or partially 
exempt by the ASAM from sole-source requirements, as indicated. 

I k (a) , Exempti ons. Vhile all procurements are subject 'to 
applicable* laws and Federal procurement Regulations (FPR) , the following 
are Exempt from requirements of- this section: ' 

* 1_ Contracts, grants, or agreements, or nodi fi cations 

to contracts, grants, or agreements with other Federal agencies; with 
State or local governments and agencies thereof; or with Indian tribes on 
Federal and State reservations. 

2 . Contracts, grants, or agreements, or modifications 
to contracts, grants, or agreements with public agencies, or with public 

or private nonprofit organizations referenced to receive funds under 
Section 506, Title V of the Older Americans Act of 196?, as amended. 
* 

3 Contracts, grants, or agreements, or modifications 
tp contracts, grants~br agreements <with public or private nonprofit 
organizations referenced in the Comprehensive Employment and Training 

Act, as amended, to receive special consideration of the Secretary, except 
for ccmmity-based organizations of demonstrated capabilities used in 
the delivery of employment and training services. 
% 

4 Purchase Orders on GSA Federal Supply Schedules.* 

(b) Partial Exemptions. The following are exempt to the « 
extent indicated below: 5 

1 Proposed Section 8(a) contracts must be included 
in Annual Advance Procurement Plans, but are exempt from pfior review and 
approval from the Procurement Review Board. . 

2 Proposed contracts, grants, or agreements, or 
modifications thereto (or classes of contracts, grants, agreements, or 
modifications) with private nonprofit organizations imay^ be exempted by 
the CASAM from noncompetitive review and approval - requirements for a given 
fiscal year when, a product or service needed is unique" or where only one 
source can meet the Government's needs on a timely basis. There are * 
few instances in the Department in which program requirements and certain 
nonprofit sources regularly meet these criteria, e.g., iWB, HPDI* 
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When ETA believes that it has requirements or classes of requirements 
which meet these criteria, requests may be made to the Assistant Secretary ' 
for Administration and Management, Attn: AB, for a waiver of the non- 
competitive review process for those specific requirements for that 
fiscal year-. Such requests shall be made by the Assistant Secretary , 
fox; ETA at ,the beginning of the fiscal year or as such requirements occur " 
during the year. Each proposed exemption shall be justified by demonstrating 
that no meaningful competition can be obtained for the procurement or 
class of procurements. Copies of approved exemptions shall be filed with 
the Office o5 Grants and Procurement Policy, OASAM. Once the waiver has • 
.been properly filed, noncompetitive awards may be made for exemp ted 
requirements without prior. Procurement Review Board approval for that 
fiscal year. Such contracts, grants, agreements, or modifications must 
still be included in annual advance procurement plans. 

• • .■ 

(4) Noncompetitive (sole source) contracts/grants shall be 
executed only after they are justified and approved. The following t 
process shall be used: m ' 

,* <a) The procurement must be part of the approved AAPP , ° 

or modification' thereto. 0 

I . (b) The ETA Administrator (or RA for- M\T procurement) with 
program responsibility for the procurement shall develop %nd document ^the - 
justification for the sole source procurement and provide the appropriate » 
Contract/Grant Officer with an informational copy. The Administrator shall 
forward; the request and documentecV justification to the Assistant Secretary 
for £IA for his review and action. * ♦ 

* ' fc) If the Assistant Secretary for 4 EIA approves the request " 

for a sole-source con tract , the appropriate Contract/Grant Officer shall 
have any contemplated contract over $5,000 synopsized in the Commerce 
Business Daily before submission to the PRB. If a prospective contractor 
responds to tfie synopsis, the Contract/Grant Officer shall determine whether 
or not the procurement remains sole source. If the decision isJ*at the % 
procurement is still sole source, the requirements of DIMS 2-830 govern, 
and the Assistant Secretary for ETA shall submit the proposed contract, 1 
its justification and the results of the Commerce Business Daily synopsis 
to the PRB which will recccrroend approval or disapproval to the ASAM. 

• (d) If the Assistant Secretary for ETA approves the request * 

for a sole-source grant , he shall; forward the. request and justification 
without publication in the. OarTTjerce Busin ess Daily to the PRB which will 
recommend approval or, disapproval to the ASAM. 

(e) If the ASAM approves the request for sole-source 
procurement, the appropriate EEA Administrator shall initiate the docu- 
mentation tof the Contract/Grant office for the execution of the * 
procurement * 
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(f ) If the ASAM disapproves the request f< 
^rocur ardent*, -the appropriate ETA Administrator an£ Contri 
shall initiate FTP procedures for A- contract and SGA 
grant. " ( 

i * 

(g) Sole-soar^ documented .justification 
or' disapproval shall be part of the official contract/grani 
tamed by the Contract/Grant Officer. " - 

f , flb'rutormg and Ass essment* of Contractor an d tffantee p< 

(1)* A1W' contracts/grants over $100,000 shall have one onsj 
monitoring review during the performance period. 

(a) ETA'Jfcfcrunistirators can seek a waiver for this require- 
ment from the Assistant Secretary of ETA for extenuating circumstances, 

e.g./ inadequate staff resources, inadequate travel finds, shifting , 

priorities approved by the Assistant 'Secretary. Also, certain types of- ♦ 

procurements, such as a contract? with a university to produce a special 

report utilizing a computer and minimal staff time, may also be* waived * * 

from, this requirement? however, such procurenents shall be assessed 

at least once \very 12 months. „ ™ * >" 

** ■ ' — 

(b) ETA Administrators shall ensure that contracts/grants 

are monitored and assessed according to a clearly-developed instrument which provides 
for, at a mimxnun, measuring accomplishments against' goals and performance 
sta ndar ds (financial and nonfinanciaUt remedial action for strengthening * 
^weaknesses, if any, and appropriate" sanctions, such as suspension or \ 
termination; reduction irf funding, scope of work or period of performance; 0 
or probation for nonperformance. } 

(c) # ETA Administrators shall ensure that a report .is prepared 
documenting all findings within 15 working days afteT the Teviev. When raa;o» ^ *\ 
problems are -identified, a letter shall, be sent to the contractor/grantee 
-requiring a corrective action plan and a specific action timetable. 

v •* (2) ETA Administrators 'shall develop for their area of program • 

responsibility a system to track and analyze required contractor/grantee - 

program and financial report*. . / 

****** . 

^ * (a) , Contractor/grantee reports shall .be analyzed within 
ten working days of receipt to determine if reported performance meet - f - 
Federal requirements and the goals and standards specified in the contract/ 1 £ 
grant agreement, , 1 
5 

(b) Contfactors/grantees shall be notified within It 

working days of delinquent reports and inaccurate reports whenever discovered. * 

(c) Corrective -action measures or sanctions, which my . 
include suspension of the Letter of Credit, shall be instituted for 
contractors/grantees which are consistently delinquent or inaccurate 

in their reporting or demonstrate unacceptable deviation from specified 
performance. * 
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(3) ETA Administrators shall ensure that quarterly written, 
desk reaews are prepared 'for all contracts/grants in their area of '* 
program responsibility. „ 

* - * ' 

(a) Reviews shall measure performance against goals and 
standards specified in the contract/crant agreement: identify all > 
problems, such as unacceptable performance and delinquent and inaccurate 
reporting; and describe an^ corrective action taken and the results 

of such action. 

(b) Contractors/grantees shall be notified of problems 
identified in the- desk reviews. / 

(4) ETA Administrators shall ensure that a written assessment 
of all contracts/grants incorporating the findings of onsite monitoring 
and desk reviews or any other pertinent information is prepared in a 
timely rmrster for the use of review panels or pther Department officials 
in the refunding process. 

(5) ETA Administrators shall ensure that the above dccumentation 
and any other appropriate records and reports are forwarded within five 
working days* of completion or receipt to the appropriate Contract/Grant 
Officer for inclusion in the official contract/grant^ file. 

(6) All substantive discussions Between ETA staff and the 
contractor /grantee concerning the procurement shall be recorded in, writing, 
the record shall 'include? at a minimum, the date and time of the conversation, 
brief description 'of the conversation, action taken, and effects, if any, 

on the price* and scope of work of the procurement. A copy of the record, 
which may be handwritten, shall* be forwarded to the -appropriate Contract/ 
Grant Officer for inclusion in the official contract/grant file* within 
five vorking days of the conversation! Any discussion which will change 
the terms of thexwntract or grant must be verified in waiting by the 
Contract/Grant ^Officer to the contractor/grantee to make it legally 
authorized. ---^ 

g. Closeout/Audit Resolution/Debt Collection 

(1) Contract/Grant Offices shall ensure that contract/grant 
closeouts are performed in accordance with appropriate regulations. 
The basic guidelines are as follows: 

(a) Closeout procedures shall be initiated before the 
contract/grant expiration date occurs. This specifically includes 
ensuring receipt by the contractor/grantee of closeout instructions. * 

(b) Unless *an extension is authorized, all required * 
financial reports, inventories, release forms and refunds shall be ^ 
received from contractors/grantees within 90 days of the contract/grant 
expiration date unless otherwise specified by the Oontract/Grant Officer. 
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(c) All debts resulting fran any unalienable .costs or 
outstanding advances shall be established and collection action jTursued . 
in accordance with applicable statutes and procedures!' 

(d) The closeoot package shall .become part of the permanent 
contract/grant file. , * 

(2) lhe Contract/Grant Office Shall assist the Office of the 
Inspector General t;o conduct or arrange to conduct audits of recipient or 
subrecipient operations, and to determine the coverage, frequency and 
priority of audits. j * 

(a) The Contract/Grant office shall ensure that all-contractors/ 
grantees have been informed before the beginning date of each contract/grant 

of their responsibilities for procuring or arranging for tjieir £wn .audit s. 
-coverage and their responsibilities for auditing subrecipiehts^* y '% 

, • • fX w'M**ih*„ ^ 

(b) Ihe ODntf act/Grant office sha 1 1 A j»ns,ure ' ^hey; Observe trte 
requirements pertaining to opportunity fdr^grantee/coriferactor. x^H^w of£v *J, , . 
audit report^ * /.iTf. . ^<Q«&<- , 

* s • *" - e V ^ 

(c) Hie Con tract/Grant office shall ±n§ir> thai* final deter- \< "-^ 
mination is issued within 120 days of receipt of the fina^afolit jreportV 5 - "* 
within 180 days for non-CEXA audits. \'\ ' s t » A £ ' • * 

\ •** *f 

(3) The Oon tract/Grant office shall ensure that debt collection/ 
procedures for all funds owed the Federal government as a result of ' 
contract/grant closeout or audit resolution procedures are instituted 
immediately upon the determination of such anounts 4 and aggressively * 
pursued. > Procedures prescribed in applicable regulations* or other - ^ • 
official docunents shall be utilized, ? 

■ * *> , - 

h. Oontr act /Grant Official File 9 Documentation «• * 

(1) , lhe official contract/grant file for each contract/grant 
shall be maintained by the appropriate Contract/Grant Officer in the . 
Contract/Grant office (s). This in no way precludes the desirability and 
necessity for the EIA Administrator with program responsibility for a^ v 
procurement to maintain a duplicate "working" file within his component*. 

(2) lhe documentation contained in the official/ file, at a ^ * 
nuniimm, shall be^ 1 

(a) Certification that the procurement is part of the 
approved AAPP, or modification thereto, for those procurements subject 
to inclusion in the AAPP. 

(b) Records of all actions and results pertaining to 
^re w award reviews and pre-avard surveys. 



s 



•16- 



M16 



(c) Copies of all assessments of previous aontracts/grants 
with the contractor/grantee. 

(d) Summary of negotiations for the fcoTfcract/gfant. 

(e) Copies of pre-avard telegrams aj^letters, *if any. 

(f ) Copies of all documented actions concerning non- 
competitive procurement. ^ \ 

(g) Copies Of all documented actions concertung competitive 

procurement. 

v / (h) The' official contract/grant agreement and bfficial 

modifications thereto. ^. # ' 

t m t 

All •correspondence between the Department and the 
✓'contractor/grantee. ♦ „ A 

(}) Record of all"' substantive discussions between 
the ETA^ component program officials and the contractor/grantee. 

(k) Memoranda between program officials and Contract/ 
* Grant Officer. * ' , . 

* (1) Oopies of all onsite an£ desk •review reports'. 

(m) Records o£all closeout, audit, audit resolution and 
debt collection activities. i 

(n) All assessments of ,contract/grant performance." 

8. Effective Date . Ihis Order is effective immediately. All ETA 
staff shall use the provisions of this Order 'for Fiscal Year 1982 
operations. * 
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Mr. Angrisani. Yes, we received wotf of that indirectly; and our 
Solicitor is in the process of following up on that. 

The Chairman. Is it correct that, after checking throughout' 
ETA^no one else Had been notified of their decision to terminate 
On their own? , , 

Mr. Angrisani. That is cornet. * 

The Chairman. Ajs I understand it, your office subsequently sent 
a letter to PLJSH aTter we provided you a copy of this letter. 

Mr. Angrisani. Yes, sir. 
* The Chairman. Your office and the PUSH For Excellence group 
have gotten together' to resolve the difficulties. Is that correct?^ 

Mr. Angrisani. My Solicitor is in the process of contacting them 
right now. 

The Chajrman. OK. So you will resolve that difficulty one way 
or another. * 

Mr. Angrisani. Yes, sir, ' , 

The Chairman. Did you listen to the testimony of the GAO? 

Mr. ANGRisANf. No, I did not. 
, * Tfre* Chairman. Have you read their written testimony? 
< Mr., Angrisani. No, J have not.* 

The Chairman. I recommend that you do so. I think- you indicat- 
ed that you have followed many if not all of their suggestions, but I 
would certainly pay closer attention to them. 

What procedures r do you have to make sure, in addition to what 
you have listed here today, that the people working, under you 
actually are going to be good contract managers and awarders of 
grants? < < 

b Mr. Angrisani. First of all, I.have*faith in the people that I have 
currently in place that^re helping me in this contracting prQcess 
/lgh^now. But I veYy rarely leave- things to faith. We have made 
some management changes that will guarantee that, and they are 
basically decentralized changes' which essentially split the function 
into several components. 

The first component is the administration of the contracts, as 
any other CETA program would be administered. The administra- 
tion of these special programs will be in the administrative unit 
where we have the best people to do the oversight and the monitor- 
ing. ; ' 

But more importantly, and consistent with the GAO recommen- 
dations, we have moved the actual contract writing process out of 
the ONP office' into what will be our newly created "budget and 
financial controls unit. Here we can, in fact, oversee the audit 
function to determine jf the contract was carried out in a way that 
was consistent ,with the initial intent of the contract as it was ' 
written. v . , 

- Mr. Chairman, this is the first time I have announced the cre- 
ation- of tjjis new budget and financial controls unit. It is veny 
much consistent with the directive of the GAO and the Inspector 
General's Office.^ - . • * 

* I would like to emphasize, if I could," for just one second, the 
meaning of the words "financial Gqjitrols." Currently, there is no 
dedicated function in the Department to financial controls, i wopld 
very much like to setit up and implement it in a manner consist- 
ent with any financial controls organization of any major corpora- 
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tion or private sector concern where you have appropriate checks 
. tod balances, audit trails, and controls in place to insure that 
there is a sufficient , enough decentralization of authority r to catch 
Sny improper activities going on, 

, So not only do I have faith in the people^ working for me, but I 
think that this new system will guarantee that nothing will fall 
between the cracks. At least I am staking my professional manage- 
ment opinion on that. 
The Chairman. All right. 
Senator Kennedy? 

Senator Kennedy, As I understand, looking through the GAO 
report, it appears that although some of the awards 'in question 
have been canceled and some others will either be canceled or* 
refunded, most of the awards which were made during this period 
continue to be funded. Is that correct? 

Mr. Angrisani. That js correct. 
* Senator Kennedy. Dolb that indicate/ to you that most of these 
programs either have merit or deserve further funding? 

Mr. Angrisani. When you say "deserve further fundf^'— 
& Senator Kennedy: Continued funding. f 
. Mr. Angrisani. Continued funding. We feel .that the bulk of tlie 
programs in the CETA titles III , and title IV are good programs, 
and the future funding of course will be contingent upon budgetary 
constraints as well as a current evaluation of their performance. 
, So I would like to say, Senator, yes; we think that the bulk of the 
programs are good; but I do reserve the- right to do current per- 
formance monitoring of these accounts first. 

Senator Kennedy. Ifcseemg to me to make eminently good sense 
to want to heave that kind of reyiew, but as I understand from your 
responsie, at least in sqme. kind of preliminary way you have made 
a judgment that the Bulk of the programs are deserving and- should" 
continue to have fun'ding. ' 

Mr. Angrisani. To the extent that we hav£ resources, yes. 

Senator Kennedy. Just to go back a step, w&s there any violation 
of the antideficiency law? Ejici the commitments that were m&de 
during this period* of activity— did they violate fhe antideficiency 
law to any extent? , , 

"Mr. AngriSaHi. I am not a lawyer; it is hard for me to answer. I 
can tell yqu this though— to the extent that it helps you— the books 
were oujL<?f balance. If that constitutes a*violation,' so be it. 

Senator Kennedy. Are the GAO people still in the room? 

Mr. Crissman. Yes. . c 

\ Senator Kennedy. Cduld I ask you this? I meant to ask you 
previously. Would you come forward? , k 

J apologize, Mr. Chairman; but I think this is, important. 
- The Chairman. That is fine. ^ 

Senator Kennedy. This is quite aihorning for you. m 
1 Mr. Crissman. Yes, sir. * 

Senator, during our review we obtained documentation from 
Labor which showed that as of January 30; 1981, the Department 
had not overqbligated available CETA title I|L and title IV funds. 
\ THowever, had the Department continued to commit funds based f 
'on its CETA titles III and IV funding plans for the remainder of 
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the fiscal year, they would have exceeded their authorized obliga- 
tions and possibly violated the Antideficiency Act. 
Senator Kennedy. I see. 

Your report, on page 11, says, "As a result, the Labor activities 
obligating title 3 and' 4 funds had avoided t any potential violations 
of tfte Antideficiency Act." 

. Mr. CkissmTan. That is right. After they had made cutbacks. 
Senator Kennedy. Thank you very much. 

According to the GAO report exhibits, it would appear that the 
last 4 months of the previous administration, according to exhibits 
C and D, out of 171 planned awards about 165 were still being 
funded. Is that correct? 

Mr. Angrisani. I do not know exactly, Senator. I know we did 
not cancel them all. 

Senator Kennedy. It would not surprise you if that were the 
case? 

Mr. Angrisani. No; because our attempt was to bring the books 
back into balance, and we cut only enough to do that. 

Senator Kennedy. If you add in the unplanned awards, exhibits 
E and F, it appears that out of the total 191 awards during that 
same period 17Q are still being funded. 

Mr. Angrisani. That is possible. 

Senator Kennedy. So that roughly 90 percent of all the awards 
made during that period are still being funded. Is that right? 

Mr. Angrisani. Probably most of them, in a reduced fashion- 
yes. x * 

Senator Kennedy. Does thaf indicate that, aftholgh there may 
be some that h&ye had problems, as least as far as the current 
administration is concerned, the majority of them, at least in your 
judgment— the judgment of the administration— were deserving of 
funding? 0 
.Mr. .Angrisani. I would say from the, standpoint of the new" 
administration coming into office, you have to spend the riSoney 
that is there. Looking at the situation that we were faced with, it 
was totally prudent for us to bring the booKs into balance and keep 
a that as*our primary objective. , 

So to that extent the answer* is, "yes." However, I would like to 
add that we have .done no performance reviews yet and that I 
would reserve the right to make a full statement on that after our 
* performance an<j, audit reviews are done. ^ 

Senator Kennedy. As you heard during the course of tins hear- 
ing this morning^I think all of us feel strongly that there is going 
to have to be some kind of review of the contracting procedures 
anjggcertainly a tightening up of the administration of these proce- 
dures A » • 

What I am most interestecPin is to determine the extent to which 
there was a failure to establish procedures in a sound, thoughtful, 
and businesslike way, or whether they were basic and fundamental 
^Violations by individuals of some kind of procedures which had 
been established. 

w I think all of us are going to come out of this hearing with a 
sense that we have got to do a great deal more about it; I certainly 
am. But how are we going to do' much about it when the Depart- 
ment itself now has put pretty much of a freeze on any travel and 
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1 is also going to cut back on personnel who are going to be review- 
» ing these kinds of programs to insure that the taxpayers' moneys 
are going to be carefully spent? 

Mr. Angrisani. I think one element, of that equation that you 
did not mention, Senator, was that we are going to have sufficient- 
ly fewer contracts to monitor too. - 

Senator Kennedy. Even with fewer, I understand a freeze* is a 
freeze is a freeze, and you are not going to be able to send people 
out to travel around and take a look at any of these programs. 

We heard a lot of questions and answers before along the lines, 
„ "Is that sound business procedure?" and, "If you were running a 
business and had little businesses around the country, ^ that 
sound business — not going out and seeing what is going on out 
there, monitoring?" 

Mr. Angrisani. The way I would respond is. that certainly the 
freeze is not a permanent one, unless the Federal deficit continues 
to grow. Then it may have to be a permanent one. 

Senator Kennedy. I have heard thqpe speeches before. I am sure 
I will hear them again. But I would hope you would recognize that 
in trying to meet these responsibilities we must be able to do the 
kind of job that is going to be essential. If we cut back on the 
personnel who have both the skill and the training and ought to be 
adequately compensated to do the job, thus cutting back on the 
opportunities for the kind df overview and review of these con- 
tracts that is needed, I am just wondering if we are really going to 
be able to do the kind of effective job that needs to be done, even 
with reduced programs. 

Mr. Angrisani. Senator, I do not ^ant to be h^re 4 years from 
now going through this process on the other end of the stick. I 
assure you it will get done. t * 

Senator Kennedy. °OK. What is the outstanding anjount.now in 
teems of contracts that are out? Is it about $800 million? 
' Mr. Angrisani. The number of contract? 

Senator Kennedy. No; the amount of money that is out there. 

Mr. Angrisani. Discretionary contracts? 
t Senator Kennedy. No; discretionary contracts that have been 
signed—- the total amount that is out Jn the field now. Is it about * 
$800 million? 

Mr. Angrisani. In title III or in title IV? * 

Senator Kennedy. Both. 

Mt. Angrisani. Probably $500 million for all discretionary pro- 
grams, 

Senator Kennedy. So we have got $500 million out Jtfiere now, 
and you are saying that there is not going to be an individual who 
is going to be able to go out in the field and monitor that program? 

Mr.' Angrisani. No, sir. 

Senator Kennedy. What does the freeze really mean then? 
Mr. Angrisani. The 1981 plan has about $500 million in it. The 
1982 budget that was approved by the Congress in the reconcili- 
& \ ation process has significantly less. We have about $50 million in 

^title/Ill discretionary funds and abouf $60 million 

Senator Kennedy. Whatever it is, do you think you can have any 
effective monitoring systems by not havuig individuals who go out 
and mohitor the* programs in the field?* ' 

O JO- • " . 
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Mr. Angrisani. Considering that we will probably tfave in 1982 
about 20 percent of the actual amount of discretionary foioney that 
we had in 1981, the answer to that is, yes; .and that we are going to 
reallocate resources within our Department to do that job. I do 
-assure you, the freeze on travel and expenses will be lifted once we 
pass this initial crunch and get into our 1982 funding process, for 
which I still do not have a budget, which is part of my problem. 

Senator Kennedy. Of course you have ongoing and continuing 
contractual responsibilities, that will be ongoing and continuing 
and are ongoing and continuing now, which involve hundreds of 
millions of dollars. * 

It seems to me that what we really have to do is develop the kind 
of procedures both in-house and also in the" field to assure adequate 
protection of the taxpayers' resources. That is the point. When we 
are seeing the cutback in personnel and the freeze on the ability to 
travel and do monitoring, I just wonder if that is the most effective 
and efficient way to carry forward the kind of oversight which I 
think all of us want. 
Thank you, Mr. Chairman. £ 
The Chairman. Thank you, Senator Kennedy. 
You did indicate thaf the freeze, you are convinced, w<JU come off 
once you get your funds? 

Mr. Angrisani. Yes, sir. The freeze is primarily in place because 
of the uncertainty of 1982 budget levels. We are trying to protect 
all of our options. As soon as we get a budget, we will lift that 
freeze. © 
The Chairman. Will you have enough funds at that time? 
Mr. Angrisani. Yes, sir, considering we have 20 percent of <the 
amount of current discretionary contracts. 

The Chairman. I take it that during thife first period of time you 
are trying to get the management systems into effect, so that at 
least they award,the contracts properly and build the file properly 
Mr. Angrisani. That is exactly right. We have 3,200 people in 
the Employment and Training Administration. With the alter- 
ations that Congress approved on PSE and the other programs, 
there is the ability to free up resources to do othuft- things. One is. 
the creation of this financial controls unit, which is going to be 
staffed largely by reallocations of resources within the Agency. 

The Chairman. I agree with Senator Kennedy— you have to have 
some travel to audit these funds. As 1 understand it, they froze the 
funds in the last administration, except for Mr. Green and Mr ' 
Godwin. Is that correct? 
M^^Angrisani. I do not know that. 
^Ffie Chairman. That is what I understand, and maybe I am ' 

wrong on that. * ? * 

' * You are convinced then that in the jiew budget you have enough 
money allocated for travel to resolve Senator Kennedy s problem? 
Mr. Angrisani. I believe so. 

Senator Kennedy. It is noHSenator Kennedy's problem. 

The Chairman. Well, of course Senator Kennedy raised t^e 
issue, and I think properly so. I think it is well raised, and I agree 
with him. But the key is to make sure that you have the tools to be 
able to do the appropriate job. I suppose it^would help you if you 
'Had, say, $500,000 more to do some of the travel. ' ■ 
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Mr. Angrisani. You know, Senator, I have found that giving up 
money and giving - up power- is a very difficult thing to do in 
Washington. Sometimes more money presents a problem. I think 
our budget le.vels, as they were approved by the Congress, ^re 
sufficient td do tha jolj, I outlined to you. To the extent that the 
Congress asks me to, make other changes, I will do so. But I 
promise you, one of the things I will not sacrifice is my own 
financial integrity and the integrity of the Department. We wiljp 
assign appropriate resources to that, and if I do not think they are 
there I will come back to you. 

The Chairman. You will come back and ask for the additional 
money? 

*TMr. Angrisani. I promise. 

The Chairman. And I know that Senator Kennedy and I will 
•work to get you those funds, if that is what you need. 
Senator Quayle? 

Senator Quayle. Thank you, Mr. Chairman. 

On page 9— just to pursue the point that the chairman and 
'Senator Kennedy made— it says, "We have established new stand- 
ards that will serve to increase the frequency and quality of the on- 
site monitoring that is conducted on our contractors and grantees. 
We plan to monitor each contractor and grantee on-site at least 
once a year." Under the present budget you can do that? 

Mr. Angrisani. Yes, we can, because we will have 20 percent of 
the current amount of funds. 

Senator Quayle. I appreciate your statements on pages 3 and 4 
outlining the management changes, because I believe that is cef- „ 
% tainly the direction that we are going tp.go in, and I am glad you 
have taken the lead on that. 

I believe the heart of the matter on this question of oversight is 
shown on pages 12 and 13 where you say, "On January 31, 1981, 
ETA held 600 backlogged audit reports." On those 600, what dates ' 
are we talking about? Are we talking about 5 or 6 years ago? 

Mr. Angrisani. Yes, they go back as far as 5 years. 

Senator Quayle. Back to the inception of CETA? 

Mr. Angr&Ani. Just about. x 

Senator QuXyle. Which was when? 

lytr. Angrisani. 1973. . • * * 

Senator Quayle. Over that time, flow much money was spent Qn 
CETA? - w : 

Mr. Angrisani. About $53 billion. 
Senator Quayle. $53 billion? 

Mr. Angrisani. In 7 years. That is PSE and the whole spectrum. 
Senator Quayle. And that 600 I presume includes PSE? 
- m Mr. A&GRISANI, For the most part, no. 

Senator Quayle. It did not? > 
Mr. Angrisani. I do not believe so. 

Senator Quayle. If you take PSE out, how myf h are we talking 
about in total audits? 

Mr. -Angrisani. Maybe $30 billion, Just using round numbers. 
^Senator Quayle. $30 billion. So you are talking about $23 bil- 
lion—right—of the 600? 

Mr.. Angrisani. Yes. ' 
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Senator Quayle. Of the $23 billion that was audited, it says on 
page 13 that as f of September. 30, 1981, a total of $200 million had 
be6n questioned by the Inspector General auditors in the back- 
logged audit reports. "The audit resolution established that the 
U.S. Treasury was^wed about $75 million of the $200 pillion in 
questioned costs." 

Mr. Angrisani. That is about correct— yes. 

Senator Qua* le. Was that $75 million of $23 billion? 

Mr. Angrisani. Yes. 

Senator Quayle. What percentage is that? # 
Mr. Angrisani. It is small. 
Senator Quayle. It is very small. 
Mr. Angrisani. Yes. 

Senator Quayle. It is about one-half of 1 percent. J 

Mr. Angrisani. Yes. * 

Senator Quayle. How does this compare with other npn-CETA 
programs? — u ^ 

Mr. Angrisani. I see where you are coming from~ 

Senator Quayle. I am trying to find out if this is a particular 
problem with CETA, or on a comparison basis perhaps CETA has 
been better run than it is given credit for. 

Mr. Angrisani. Once again, there is one # more element of the 
equation that has been left out, and that is the number of audits 
that we have done-to get to those determined costs. ( 

For example, in title IV, the youth programs—based on my last 
conversation with the Inspector General— no audits had been done 
of any funds in that account. So the volume of audits coming out of 
the Inspector General's Office and coming out of^whatever areas of 
Government they may come from has been, in my opinion, too low. 
* So really we cannot get to v the question you are driving at, ' 
Senator, until we first determine what is the appropriate level of 
audit activity in these accounts and the appropriate levels of funds 
to be moved ovet thereTV- , , ■ 

When w§ get into CETA reauthorization, as I testified before 
vour subcommittee, there is no doubt in my mind that we have to 
look at that relative to the debt collection process. I think the 
volume and -/regency of our auditing is too small, and I think the' 
debt collection process is top slow. 

So I really cannot answer your question, 'except to say— and I 
think this is a fact— that there should be no reason in the world 
why we should have 600 unre&olved audits. Our audit status should 
be current at any one .time, like it is now. But as soon as the 
Inspector General mounts his effort into title Vfand PSE on the 
closeout side, I expect to see that backlog go up. So I am going to 
have to allocate sufficient resources to keep that current. 

So it is a Harvard Business School management problem when 
you really look at it. We have to get at the frequency and the** 
volume of our audits before I can answer that? 
• Senator Quayle. I am jjto looking at the facts that are available 
here. If you go back and review the 600 audits over a period of 7 or 
8 years, you come up with $23 billion and you find $75 million that 
is owed. We £re not going *> say that is OK. I am trying to put this 
on a comparison basis and see if this is really of significant differ- 
ence from other programs run By the Federal Government. 
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1 would make the case that perhaps there is a great deal of 
inefficiency in other Government programs as well, not just CETA. 
We seem to have singled out CETA in the training and employ- 
ment area, which I think we have got to get into. There is no 
excuse for the testimony ti^t we have had today from GAO and 
others. No one is trying to gxcuse that, but what I am trying to do 
is put ;t in its proper perspective. 

If you put it in its proper perspective, you find $75 million out of 
- $23 Million. It is very, very small, is it not? 

*Mr. Angrisani. Except thai those are incomplete. We do not 
know how many audits should have been done. I think it is inex- 
cusable that title VI has not had a single audit done on it. * 

Senator Quayle. Are there other backlogged cases in the audit, 
division? 

* Mr. Angrisani. We are current in terms of the backlog right 
now, but the point of the matter is this: Depending on the amount 
of resources tljat the Inspector General puts into the auditing of all 
the accounts — and I believe there is legislation or there is some- 
thing somewhere that says they should be audited every 2 years. If 
that was actually done, goodness knows how many unresolved 
audits we would have right now. 

The point of the matter is that we were not auditing with the 
frequency that We were mandated to. The thing I can control, 
which is keeping the audits that were presented to us current— we 
have controlled. But now we have to address the other side of the 
equation or the other element in the equation, and that is the 
frequency' of the audits, ff they are to be done every 2 years, or in 
some cases every 1 year, like discretionary contracts should be, 
who knows what that number of unresolved audits could rise to. 

It is a very difficult question to answer, and I do not think that 
we should try to answer it based on what is known here. 

* Senator Quayle. You probably would not have the*information, 
but I.wonder if there is a wayi Mr. Chairman, that we could get a 
comparispn with, a non-CETA program, particularly in the Depart- 
ment of Labor, to see wh&t kind of balance we are talking about. 
We might find that, on a comparisonAbasis, the figures' we had > 
before show that it is .probably better run than some of the other 
programs:*' 

• The Chairman. I think we ^hpuld^do that as part of our over-' 
sight responsibility, and I think we'%quld check as many things in 
Labor as we can. 

Mr. Angrisani. Mr. Chairman, if I could just share one comment 
that Mr. McBride made to me that might help — the way the De- 
partment was currently structured prior to his going there?, they 
were spending — despite, not performing the frequency level of 
audits that I think should have been done— about 70 percent of the 
resources in the Inspector General's office on CETA. So they were 
trying, but it 'is- just that this is a very meticulous and time- 
consuming process. [ , . ' , 

When yoy put Federa'l cellars out there 'in the way that we do— 
and this is something to mink about in the Reauthorization proc- 
ess—where you have the Federal .Government here, and then be- 
tween us and the direct user of our services, think of the layers of 
government that we have to atidit. We have the p^mes, we have 
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the contractors that the primes subcontract their business to, and 
we have the subcontractors that the contractors subcontract *their 
business to. So we have almost- three levels of administration and 
bureaucracy between us and the direct users. Those levels are- 
absorbing a certain percentage "of every dollar that the Federal 
Government intended to get to the direct user. s 

So-when you think about that, and you think that we had some 
50,000 subcontractees and grantees in the CETA process, you begin 9 
to see how big this is. ' 

Senator, if I could, I would say to you that in the reauthorization 
process that you are very ljxuch'in control of right now, that is a 
critical thing to look at. Can we afford to have all those layers of 
administration and bureaucracy between us and the direct user 
and the corresponding management problems that it develops 1 ? 

I think, from where I am sitting right now, that that is a very, 
very difficult management job to give me and this administration 
and that we should use the lessons of the last 7 years to deal with 
that"£roblem. v 

• Senator Quayle. And you believe that in that reauthorization we 
can come up with some substantive changes in the delivery system. 

I appreciate your comments and also your input publicly. It is a 
difficult area— how we are going to come up with the best system 
possible — but we are going to £ry. 

Let me just follow up on that. Do yotrifcelieve'that in the area of 
auditing and contract procedures for employment training that we 
should have some legislative remedies, or do you believe that this 
can all be handled by better management and administration? 1 

Mr. Angrisani. Senator, I have a great deal of confidence in my 
own management abilities; but I have learned in a few short 
months in Washington that it has got to, be written for it to mean 
something. I would very strongly recommend to you again, as I did 
at your subcommittee hearing, that auditing procedures and collec- 
tion procedures be'addressed in the legislative process and that we 
get some sign-off from the Congress ,and the administration that 
these are manageable procedures. The current process that is there 
right now is not. ■ ; 

Senator Quayle. I think that is a verv good comment. This is' 
just diametrically opposed to what we heard before from GAO. 
They basically said it is just the administration. I asked the ques- 
tion two or three times, and they said there -were no changes in 
legislation that were neces|ary. They felt it could all be corrected 
by better management. ~ ' 

••Here is the person who is in charge of it, Mr. Chairman, saying 
to us specifically that we hav& got to change the contract proce- 
dures in employment and training and the auditing process as it 
goes on. 

The Chairman. Maybe we can chalk that up to the fact that they 
are not policy people but you are. I agree \yith Senator Quayle. It is 
interesting that they think there need to be no changes and you 
feel thfct there' must .be in order to fulfill your responsibilities. 

Mr. Angrisani/ I think if is a political element. If the Federal 
Government were a private corporation— the GAO would be 
right—you could set up an audit control organization that would 
function at Che discretion of the* chairman of the company ^and 



Mil 0-82—9 / f 




which could administratively accomplish what you wanted to' see 
accomplished. A private sector organization works that way. 

Given the fafct that we are not a private corporation and we are 
the Federal Government, and given the politics that are involved 
and all the things that I do not need to talk about here that you all 
know, it is very important that, to, manage it properly from my 
perspective, it be in writing and that the Congress sign off on it, so 
that I can come to you and say, "We need help in carrying out the 
irftent of the legislation." 

So GAO is looking at it— and I understand their perspective; 
from a puristic standpoint, »they are right; but with the political 
elements in h^re it has to be in 4vrrting and it has to be clean. 

As I indicated to you in our subcommittee testimony, there is an 
11-step appeal process that .anyone who is challenged By an audit 
can go through. That process can Extend over a period of S years 
before I can say 'we might even, in fact, have a chance of getting 
the money back. Then when you get in a position where you might 
.be able to get the money back, there is no guarantee that the 
contractor is, going to be there. 

I have to have something to work with here tp guarantee per- 
formance. 

Senator Quayle. Thank you very much, Mr. Angrisani. I certain- 
ly appreciate your comments. 

Quite frankly, Mr. Chairman, I side with the person who is 
responsible.for administering this. We are going to have to make 
some changes^in the legislation. m % . . 

- The Chairman, You are in charge of it. 

*S Senator Quayle. He is well known for his managerial expertise 
and ability, and here he is admitting it. Once again, he talked 
aboutjt in thS subcommittee hearings. That is why. I wanted to 
bring that ouJ4-that there is a request from people who are over 
there for us to d& something. 

I dook forward to working with Mr. Angrisani and members of 
the committee to put together a good package. Thank you. 
• The Chairman. Thank you, Senator Quayle. 

Let me just clarify a couple of points. One is th§it one of the first 
things, as I understand it— and correct me if I am wrong— you did 
when you got there was to stof> the cost overrun— in other words, 
the $42 million. Is that right? 

Mr^ Angrisani. That is correct. 4 

The Chairman. In that sepse, you have saved that $42 million. 

I was interested in your discussion with Senator Kennedy when 
you indicated that ^ou feel that the bulk, although not all, of these 
programs should have continued funding. These are programs al- 
ready in existence that have been funded and are Continuing to be 
funded. Is that correct? 

Mr. Angrisani. Yes, but I caution against taking that as a broad 
statement. I said that, to the extent that we are a new administra- 
tion, it would be improper to make any judgment except to bring 
the books iilto balance, with that 1981 funding level. To that extent 
t you could say that, the others deserved funding. 

The* Chairman. That is my point. And you are presuming that * 
the bulk of thppe areyalid programs. Is that correct?' 

Mr. Angrisani. Yes. ' . « 
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The Phairman. Do you know whether they are or not? / 
Mr. Angrisani. We have no performance data that have been 
done by us under our new procedures. • < 

The Chairman. Are you going to do anything abouHt? t 
Mr. Angrisani. Yes. That is exactly what I said in our contract- 
ing process here. We intend "f o be sure that, before a contract is 
' expended in the future, performance will be analyzed against the 
original contract* proposals. At that point you can say whether a 
program does deserve funding. That includes a review of any cur- 
rent outstanding audit items. 

The Chairman. How many total projects or contracts do yqu 
have out? 

Mr. Angrisani. I do not know. We have several hundred now. In 
1982 we will probably have significantly fewer. It will be maaage- 
ablek # • 1 - 

The Chairman. In the GAO sample universe of 479; thfcy said 73 
percent had no cost evaluation whatsoever. 

.Mr. ANGRiSANi/That is probably correct. 

The Chairman. And 68 percent were unnegotiated. 1 
Mr. Angrisani. That is probably true. 

The Chairman. On 68 percent the costs were unnegotiated; on 34 
percent there was no evidence of monitoring whatsoever; on 47, 
percent more there was little or no monitoring; and only 19 percent 
had regular monitoring. 

In essence, is it fair to say that you really do not^know at this 1 
point but you aref starting that ^process of trying. to find out? 

Mr. Angrisani. From the standppint .of perfdrmknce, that is 
correct. From the standpoint of Fulfilling the obligation that >ye 
have to spend the money in than account, we feel that we have 
done the best job we could to do that* '* ~ 

The Chairman. I understand. Ypu have^presumai that most of 
those programs are valid, but you do not know whether they are or 1 
not, and you have to check that out! * . i 

Mr. Angrisani. Wejdo not havelsufficieiri performance data* to' 
make that an absolute s\atement; c that is co Act. * & 

The Chairman. So there maf be many tfmt are n'3t % valid or at 
least are not as valid as yoii $re presuming them to be^at this time. 
Is that correct? 

Mr. Angrisani. That is possible. '. * i 

The Chairman. Thank you, Mr. Angrisani. We appreciate your, 
coming and testifying. We appreciate the reforms that you are 
instituting down therfe, and we wish you luck. We hope that they 
stay instituted, and we hope that we do not have to have any ipore 
„ hearings like these. ' 

fc Mr. ANGRfsANi. Thank you, Mr. Chairman. It is a pleasure being 
here again. 

The^CHAifeMAN. Our next group of witnesses will be a panel of 
Labor Department officials: William Kacvinsky, Steve*Ptiterbaugh, 
Margie Maith, Fernando Alegria,*. Frank £>lobig, James Aaron, aifd 
• ftenee Crucil. • • - . * * 

If yQu folks , would come up and take your places, we w'ould " 
appreciate it ' m 
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Would you all raise your right hands? Do Vou all swear to tell 
the truth, the whole truth, and nothing but the truth, so help you 
God? 

Mr. Kacvinsky. I do. 
Mr. Puterbaugh. I do. 

Ms.^Iaith. I do. 4 
Mr. Alegria. I do. 

Mr. Slobig. I do. f 
Mr. Aaron. I do. 
Ms. Crucil. I*do. 

The Chairman. Do any *of you have any statements to make, or 
would you just like us to ask questions? * 
Mr. Kacvinsky. No, sir. 

The Chairman. fc We also had Ms. Deborah Barnett, a Federal 
representative of the Office of 'Youth Programs, who was to be 
~— here. Sher is not here, but maybe we can see where she is. 

Mr/Kacvinsky is the Acting Administrator of the Office of Na- 
tional Programs; Steve Puterbaugh is the Director of the Program 
Management Staff in the Office of National Programs; Ms. ,Maith 
is the program representative of the Office of National Programs; • 
Mr. ^legria is the Office Director of the Office of Special National 
Programs and Activities; Mr. Slobig is in the Office Youth Pro- 
grams; Mr. Aaron is the Federal representative of the Office of 
National Programs; Deborah Barnett would be a Federal repre- 
sentative, Office of Youth Programs. She is, as I understand it, an 
unofficial representative on loan from IBM; and Ms. Crucil the 
Federal representative for the older workers program. 

Anci I correct in all that? 

Mr. Kacvinsky. Yes, sir. 

The Chairman. OK. 

Mr. Kacvinsky, for the record please relate to the committee a 
.short r§sum§ of your Government employment and your previous 
employment in the private -sector. 

STATEMENT QF WILLIAM KACVINSKY, ACTING ADMINISTRA- 
TOR, OFFICE OF NATIONAL PROGRAMS, DEPARTMENT OF 
LABOR, ACCOMPANIED BY STEVE PUTERBAUGH, DEPUTY TO 
ADMINISTRATOR, OFFICE OF NATIONAL PROGRAM^ MARGIE 
MAITH; %FEDERAL REPRESENTATIVE, OFFICE OF NATIONAL" 
PROGRAMS; FERNANDO ALEGRIA, OFFICE DIRECTOR, OFFICE 
OF NATIONAL PROGRAMS; FRANK SLOBIG, OFFICE OF 
YOUTH' PROGRAMS; JAMES AARON, FEDERAL REPRESENTA- 
TIVE, OFFICE OF NATIONAL PROGRAMS; 'AND RENEE 
CRUCIL, FEDERAL REPRESENTATIVE, OLDER WORKERS PRO: 
- GRAM 

Mr. Kacvinsky. Mr. Chairman, prior ta coming to the Govern- 
ment I was with the Aluminum Co. of America for 19 years in 
their training division. I also was an apprentice who learned his 
•trade as, a journeyman die sinker prior to gping to the training 
division within ALCOA. *' 

In 1962 during the Kennedy administration, I came on board 
with the Department of Labor under the Manpower Development 
and Training Act, where we set up programs which Congress had 
put into place for MDTA. 
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I was then with the Bureau of Apprenticeship and Training 
which h^d authorization for what we then called title 1 of the 
MDTA Act. # 

Then I went with the Office of National Programs when the 
ONP was taken away from the Bureau of Apprenticeship and 
Training and 'was made a separate unit within the Manpower 
Administration. With the advent of CETA, we were still a separate 
unit of ONP under the Employment and Training Administration. 

I have been a deputy admfnistrktor of ONP since 1972. 

Th£ Chairman. Generally speaking then, you have been involved 
in the history of the training, of minorities and economically disad- 
vantaged people for the entire history of the program. Is that 
correct? x ¥ 

Mr. Kacvinsky. Yes, sir. 

The Chairman Would you say the program has been a failure? 
Mr. Kacvinsky. No, sir. 

The Chairman. If not a failure, what then would you have to say 
about it? < 

Mr. Kacvinsky. I have to go back, Mr. Chairman, to why the 
'Office of National Programs was established under the Manpower 
Development and Training Act and then continued on into CETA." 
• Under MDTA, there was a feeling that national organizations, 
such a^^anufacturing associations and international unions, could 
better help in training and placing of minorities, women, and vet- 
erans into tlie various skilled occupations. They felt that it was, 
better done on a national basis. 

With the inception of CETA, Congress had put into the act that 
those programs of demonstrated effectiveness should be continued. 
We continued those programs on a national basis in CETA. These 
were people-oriented programs. These were programs where -we 
gave direct services to individuals, helping tiiem to get employ- 
ment. ^ 

Coming from the private sector, I feel that the best way to "get a 
job is to go on a job; where you receive wages immediately, where 
you get training; where you are^ trained by supervisors, journey- 
men, and skilled'technicians in tfie area; where also industry has a 
commitment to this by proyiding wages. 

This was' the whole intent of the Office of National Programs 
from the inception of MDTA and continued on into the Employ- 
ment an&Training Administration. 

These programs have, in my judgment, been successful. They 
have been cost effective, and they have done the job in placing 
minorities, women, and veterans into these programs/* 

The Chairman. Have there been any failure^in these programs? 

Mr. Kacvinsky. Oh, sure. You have failures— various specific 
failures in different types of training programs. You may have an 
industry where, because of an economic situation, the hiring or the 
training is not available, and you have got to curtail them* In 
others, they have been a failure because they just could not cope or 
do the job. 

The Chairman. Have these failures been throughout the lifetime 
of the program, or has there been a more intense time where there 
have been more failures in the operation of CETA? 
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Mr. Kacvinsky. No, sir, there have been more good programs 



done away with. 

6 of our investiga- 
Back in 1977 and 



than bad. Those that were not good we had 

The Chairman. OK. - ** 

As I understand it, you have indicated to some 
tors that there were some changes that came l_ 
from that point on. Could you describe those? 

Mr. Kacvinsky. Yes, sir, in the Office of Nktional Programs, 
where we were directly responsible for dealing With national orga- 
nizations and national association in providing direct servicer-on- 
the-job training— to individuals, there came a change where we 
now started to deal with individual organizations rather than na- 
tional organizations. We started to go into some, what we "call, 
think tank-type programs where, rather than dealing with direct 
individuals or direct supportive services, we were nowjjoing into 
demonstration type of objectives. * ^ 

Within ETA there is an office, which is called the Office of Policy 
Evaluation and Research, that does, on a regular basis, do demon- 
stration types of programs. That is where those programs were 
dpne in the past. Within the last 2 or 3 years, they started to 
infiltrate into- the Office of National Programs also to do the dem- 
onstration programs. 

The Chairman. You have indicated there was an infiltration 
starting within the last 2 or 3 years of a kind of middlemen, 
consultants, or think tahk-type people. What effect did that have 
on these programs? 

Mr. Kacvinsky. It took the resources that weihad set aside for 
silch successful programs as national on-the-job training programs, 
our apprenticeship Outreach program which we! later changed to 
the targeted Outreach program. It took the resources, not only in 
funds but also in personnel, away from these programs. 

The Chairman. And put them where? | 

Mr. Kacvinsky. And put them into the other programs that were 
coming about— the demonstration type of programs. " 
(The Chairman. You are talking about thesfc middlemen-type 
programs and think tank-type programs— these planning-type pro- 
grams? ^ ' 
Mr. Kacvinsky. Yes, sir. 

The Chairman. I take it that you have h*ad Extensive work in 
both the private and public sector. Maybe you could tell us who 
introduced you into this world of work. 

Mr. Kacvinsky. Could you repeat that, sir? 

The Chairman. Who got you to start working early in your life? 
Tell us a little bit*about your work history. 

Mr. Kacvinsky. My father got me to start wofking immediately. 

The Chairman. How was that? f 

Mr. Kacvinsky. Wr*<j I left schooTTfle askedjhe-what I intended*' 
to do Wh£n I came out of the military^and^ asked me what I 
intended to do, I told him that I intended tofgo and finish my 
education, and he said, "And then what are you going to do?" and I 
said, I am going to get a job." 

Well, my dad being an immigrant, he felt 
successful unless they worked with {heir handd. 
ought to follow not only the higher education 
learn a skill in working with my hands. 
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Over the years, I 'have felt that the advice that my dad gave me 
was good. However, there were a lot of individuals who could not 
get this kind of advice.- It is just one of the things that we have in 
oui^noctern-day education. If you do not have a college degree or a 
m^Ser's degree, you are a failure. People do not look upon individ- 
uals who work with their hands— skilled technicians— as being 
successful in life. 

I feel that these training programs that we instituted under 
MDPA and continued on into CETA ware a way of. getting individ- 
uals trained. Later, when we were going into where there was 
discrimination within the various trades, giving minorities the op- 
portunities in to learn these trades, I felt that this was an area 
where we could do a lot 6f good, an£ we did. 

The Chairman. If I understand you correctly, because of your 
private sector experience and public sector, you feef that these 
funds would better serve these young people getting them into jobs 
in the private sector where they can learn the skiHs necessary and 
^achieve the self-esteem that comes from working, that will keep 
them working and producing in our society. 

Mr. Kacvinsky. Yes, sir. , . 

The Chairman. And you inherited these traits, I take it, from 
5*fhr father. *My father believed the same thing your father did. He 
thought that to be worth something you really had to be able to' 
perform a trade and use your hands, sp I learned a trade too, and- 1 
understand what you are saving. ( 

The committee has been advised by our professional staff that 
ipillions of dollars were expanded — and I think GAO indicated this 
also— on somewhat questionable projects. Do you agree with that? 

Mr. Kacvinsky. f&r. Chairman, I would almost have to go into 
detail project by project by project. 

The Chairman. Do you believe there has been expending of 
millions of dollars on some questionable projects? i t 

Mr. Kacvinsky. Yes. I would say that there were some^uestion-r 
able projects. <t 

The Chairman. Our staff reviewed hundreds of procurement* 
actioG request— what you call PAR'S— that were requested in the 
final months of the last administration/Obviously, millions of dol- 
lars were approved to be spent^ot only on questionable but what 
would appear to be curious descriptions. Perhaps I could, show you 
what has been marked as "Item F." You can look this over with 
me. ^ * 

[The information referred to follows:] 
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, The Chairman. This description says, "The objective of this con- 
tract is to conduct administrative activities as part of a multi- 
jurisdiction test of alternative approaches for operating vocational 
exploration programs. More specifically, the vocational exploration 
demonstration project 2 is built upon experience "in the first year of 
operations and is structured to facilitate assessment of implement- 
ing various program approaches incorporating benchmarking, 
standard core curriculum, and targeting by demographics, and 
needs, and competencies." Is this kind of what you have been 
^peaking about? Is this one illustration? ' 

Mr. Kacvinsky. That is a lot of words. I would almost need 
Webster's Dictionary to help me odt with that. ' 

However, the vocational exploration program that has been run 
over the years has been a successful program that I would say was 
one that we would want to continue if we had the-opportunity. 

These are taking youths who are in their later years of high 
school and giving them the opportunity of visiting various firms 
within their community, to see the types of occupation, not only 
jiist to go in ancf see what a tpolrpaker .is doing but also to go in 
and see what an accountant is doing in the plant— to get a feel of 
the all-around type of occupation. 

*I think this is something' that was Started'some time ago and was 
continue.d under the youth program, and it is one that I Highly 
recommend. m 

The Chairman. So you would think*this was a good one, in spite, 
of all the words? * J 

Mr. Kacvinsky. Yes, sir. 
* The Chairman. Okay. But ybu are indicating that there were 
others that were not so good and really were a waste of taxpayers' 
money? 

Mr. Kacvinsky. Yes, Mr. Chairman. 

The Chairman. Mr. Kacvinsky, as Deputy •Administrator to 
»Laipond Godwin, you were asked to approve many matters that did 
not meet your approval or, for that matter, the general approval of 
your peers and subordinates. Is that correct? 
. Mr. Kacv£Njsky. Yes, sir. 

The Chairman In the final weeks of the last administration, you 
went on* a business trip out of the country. Is that correct? 

Mr. Kacvinsky. I went on a Government trip, sir, to Israel. 

The Chairman. I see. Did you plan this trip so that you 'could be 
away and others would have to authorize your last-minute tele- 
grams and contracts? 4 

Mr. Kacvinsky. I do not think I»can take credit for that kind of 
a n\ove. There are those who have come up to me and said<-;"That . 
was the smartest thing you have^done in a long time. ^ [Lighter.] 

But really, sjr, no. The Department of Labor entered into an 
agreement with the Israeli Ministry of Labor wherein various, 
teams were to go from the Department of Labor and also individ-* 
uals from private industry, to go on various mission^ into Israel 
and take a took at their various training, the types of occupations, 
and the i#etho9^of training that they had. 

I was cK&'ged with the responsibility, of taking a team of private 
sector individuals to Israel, and we evaluated the on-the-job train- 
ing that they had in the private sector in Israel. 

X %j o $ 
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The Chairman^) you did not plan this trip to be out of the 
country? jff 

Mr. KacvinskyT No; that was planned some time ago. In fact, we 
were ta go in October; and then because the Sta^e of Israel asked 
that it be postponed, we did not go until January. m 

The Chairman. I see. Did your superiors know about this trip? 

Mr. Kacvinsky. Yes, sir. Jn fact, they assigned me to it. 

The Chairman. When did you return? 

Mr. Kacvinsky. The day before Inauguration Day I returned to 
my office. >/ 



The Chairman. Did sgni meet with Mr. Green or Mr. Godwin at 
that time? " ~ • 

Mr. Kacvinsky: I met with Mr. Godwin. I met with Mr. Godwin 
after I had met with my staff when I returned from Israel and I 
returned to my o'ffice. My staff came in and were telling me the 
activities that were going on during the time that I was away— 
during those 3 weeks. I was alerted to the fact that there might be 
an overcommitment of funds here and that there were contracts 
and al$o telegrams were being signed during the last days. They 
brought all of this to my attention. * 

When Mr. Godwin, who was then my administrator, came in, I 
had a chat with him. We spoke about the trip— how the trip was— 
and I then informed Mr. Godwin that I had no intention of signing 
any contracts or grants. 

He had told me that there were grants and contracts to "be 
signed, but I told him that, given what I had just heard from the 
staff, L.was not going to sign any. Mr. Godwin did say that he 
appreciated my position and that he would not require me to sign 
them. 

> The Chairman. When you got back, did you meet for the first 
time with Ms. Alexis Herman? 

Mr. KAdyfNSKY. I did not meet with Ms. Alexis Herman. When I 
left Mr. Godwin's office, I went to my office and I gaye staff specific 
information that I did "not want to be bothered by anyone except 
staff— no outsiders. % » • \ 

I understand that my office was being used during the last few 
days by Assistant Secretary Green and by Alexis Herman as their 
bape for operations in the Office of National Programs. 

When I returned and I was in my office, while I was behind the 
desk, Ms. Hermaii walked into the office and seemed kind of sur- 
prised that I was there. She said, "Who are you?" and I said,^Fm 
Mr. Kacvinsky." She said, "Oh) we didn't expect you back so soon." 

The Chairman. I see. How did the rest of that particular day*go? 

Mr. KACywsjjCY. Well, I w.as notified by staff that during the 
afternoon the staff was having a farewell p^rty for Mr. Godwin, 
and they v wondered if I would come'out and say a few words for the 
staff because Mr. Godwin would be gone by that time. During the 
course of thkt time when they had the party and when J did say a 
few words for the staff, Assistant Secretary Green at thafoim^ also 
gave Mr. Godwin an award. - * ' \ «*r* * * " 

The Chairman. I see. Did you observe the signing of contracts in ' 
Mr. Godwin's office during the day? 
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Mr. Kacvinssy. No, sir, because I stayed awa^y as much as' possi- 
ble. However, I did hear that there wgfd some (documents being 
signed. . . « . 1 0 

The Chairman. As I understand it, many contractors were there 
throughout the day. Is that correct? 

MkSKacvinsky. There were a lot of individuals, outside individ- 
- , uals in the outer lobby of the offices, yes. f 

The Chairman. Well, is it true as some say that Mr. Greeny Mr.. 
Godwin, and Ms. Herman had contractors waiting in line to pre- 
sent their contracts for signature at that time? • 

Mr. Kacvinsky. There was a lot of talk to that effect from the 
staff, yes. 9 
f - ' * The Chairman. I have been>advised that in addition to signed 
contracts, these individuals were also given autographed photo- 
graphs. Is that correct? • 

Mr, ICacvinsky. Yes, they 'were giving them to the staff. 

The Chairman. Have you observed' changes in the program since 
January 20— that was the date of the inauguration— 1981? 
• Mr. Kacvinsky, Mr. Chairmaft, I came back in Tuesday and I 
met with my special" assistant, Steve Puterbaugtv I said to SteVe, 
'There have been^ome serious allegations made hereof'ovei;com-. 
mitment. I understand projects were signed that \yere not* in our 
funding plan for 1981." I said, "We must immediately get with our 
* contracting $taff, and gather together everything that has been 

done." 

' -I immediately notified our contracting office to cease any further 
telegrams, any, further letters, or any further contract Signing. I 
had Steve and the staff here vfork with me in pulling together 
everything that had been done. Mr. Puterbaugh identified the over- 
commitment and with this information J then went up to the 
a Acting Deputy Assistant Secretary at that time, Mr. Lawrence 
■ • » Weatherfofd. . * 

I made him aware of .wtat we were doing. I told him that I had 
put a freeze on all signing' of documents. I recommended that he 
follow suit in thi^lnatter, and that we do a thorough ch,eck of 
^everything that had been done bver the past month or 6 weeks so ♦ 
that we could get ourselves in a position yvhere we were better able 
to answer questions to the new Secretary. * 

The Chairman. Have Mr. Angrisani ancLthe other new members 
of the administration been cooperative with you in trying t6 accom- 
plish the savings that you are talking about? 
Mr. Kacvinsky. Yes, sir, absolutely. «, 
The Chairman. Are you pleased with the current changes? -Do 
* you feel that they have placed the emphasis where the emphasis 
belongs? . 

Mr. Kacvinsky. Absolutely. In fact, Mr. Angrisani delegated the 
authority to my office,, this task force that he talked about where 
we are setting up the new contractual procedures.* I have a gentle- 
man from myoffice who is heading that tafck force and* has a staff 
„ of people, and* they have been working and we have been working 
closfely with, Mr. Angrisani and other officials in ETA in getting 
b « • this done. . * 

To say that this is .something ,new* it is not something new. It is . 
something that we should have been doing. It is something that we 
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should have been following. We have Department of Labor regula- 
tions on contacting, just like any other agency. However, over the 
•years there are always shortcuts that you take or other means Of 
doing a procurement action. 

They are not illegal. For example, you have heard a lot about the 
fact that we did a lot of sole-source, that. GAO said we do sole- 
source We have those programs that have been carried over that 
are of demonstrated effectiveness. These programs have done the 
job. , 

WJiejt we come up with our funding plan for the year, we include 
these "programs into our funding plan. We submit them to a sole- 
source board that we have in the Department of Labor and they in 
# turn give us the .OK to continue with these contracts. Anything 
*that was' not in the plari had to go sole-source or was supposed to 
go sole-source. - 

The Ch^man. Were Some if not all t of, these think-tanks, 
consultants, and other^Wfu? you have indicated may have profited 
from the CETA "program at the expense of young people or the 
aged getting jobs, perhaps taking a great share of CETA* funds— 'are 
you happy that they have been cut off? Have they been cut off? 

Mr. Kacvinsky. Sir, you" do not like to be happy about anything. 
I feel th$tt there is a place for everything. 

The Chairman. How do.you feel about that? 

Mr.* Kacvin Sky. I feel that those programs, had we been given 
enough funds, could have been done in other areas but not in the 
Office of National Programs. I tKink in our demonstration pro- 
grams they might have been better utilize^. 

The Chairman. I suppose, you are rfot only referring to these 
middlemen and think-tanks "and others, but the travel, lunches, 
dinners, hotel rooms, and all of the expenses spent in so-called 
training of fhe disadvantaged might have been best used on direct 
training those who could have used it best? 

Mr. Kacvinsky. Direct services, that is right. I still feel that 
direct services, ^dealing with people, is the, b$st way of training.. 

The Chairman. Well, then, do you believe that the current ad- 
ministration under Mr. Angrisani, despite the criticism it has re- 
ceived, has in reality forced a change in the program back to the 
original intent of the program? ♦ 

Mr. Kacvinsky. Yes, sir. We are going back to dealing with the 
•private sector and providing direct services. * • 
- The Chairman. I take it that there is still room for growth there, 
though 

Mr. Kacvinsky. Olj, yes. 

The Chairman [continuing]. And that wejstill have to continual- 
ly watch and do everything we'ean to make sure that these 
changes are all right. * « 

Mr. Kacvinsky. Mr. Chairman, ye* can set up the best policy, we 
can set up the best guidelines we. can. There is no guarantee that 
anybody coming in 2, 3, 4, 5 years from now will not go around 
.those policies for, their own purposes, for political purposes. Ag$un, 
they are not something that you would do— they are not illegal. 
However, ethical, you have £o question that. 

The Chairman. Senator Kennedy, do you have any questions? 

Senator Kennedy. Are you going to question alloftthem? 




137 . .. ' 

• * * 

The Chairman. If you would like, I could go through all of thenv 
but my questions were a little longer than I intended them to be so 
we might want to go individually. „ 

Senator Kennedy. When you are finished with the panel, that 
will be fine. * f . . * • . 

Tfte Chairman. Mr. Puterbaugh— am I pronouncing that right, 
* Mr. Puterbaugh? ^ 

Mr. Puterbaugh. Yes, sir, close enough.. 

* The Chairman. In yeur position as an administrative assistant* 
it is my understanding that you met with the Steering Committee 
on , a regular basis and proposed contracts and/or grants were 
actually discussed. Is that correct? 

Mr. Puterbaugh. That is porrect, sir. 

The Chairman. Now it is my understanding that you met with 
the Steering Committe^ToK a period of time but ir/ the end the 
•'Steering Committee really did not function as a committee. Am I 
1 correct on that? 

R#r. Puterbaugh. That is also correct? sir. 
The Chairman. Why is that so? 

Mr. Puterbaugh. I cannot answer that question. I do not know 
the answer. 

The Chairman. Well, I understand you told our staff that Mr. 
Green became the steering committee, in essence, and most of the 
decisions were his. Is that right? - ^ 

Mr. Puterbaugh. Yes, sir. I can say that— well, to go back a few ; 
steps, the committee as you know consisted of four members. 

The Chairman.* Yes. 
' Mr. Puterbaugh. They met regularly from September of 1979 

• right through to October of 1980. Now it so happens that the last 
decisionmaking meetings concerning the CETA title III funding 
plan occurred in i#id- and late November, and those' were not 
attended by the full membership »of the committee. I believe the 
second to the last meeting was attended by only two official-mem- 
bers of the committee, Mr., Green and Mr. Knapp, and the last 
decisionmaking session which iook place in the last week of No- . 
vember was attended by only'»one member of the committee, Mr. 
Green. ' • 

• The Chairman. I think you said to my staff at one time, or to the 
committee staff, "I was in charge of running the meeting to the 
extent that I gave brief instructions on proposed awards," and you 
recalled, "I recall one instarice after "I had giv?n statements on 12 
or 13 or 20 proposals, I realized that we were then out of funds." Is 

• »that correct? * . • * 

Mr. Puterbaugh. That is correct. • " # 

The Chairman. You then said, "I then staged to Assistant Secre- 
tary Green, That's ft. We are out of money/ Green, however, , 
ignored me and kept on approving funds." 'L^th^t correct? 
Mr. Put erbaugh. Thai rs essentially correct. » ^ 

The Chairman. In the Washington Post article of Maiich 9, 1981 * 
farmer Assistant Secretary Green stated, and I quote, "All the 
approvals were for projects that had been previously OKM, at least 
in concept, by a special departmental committee" consisting of 
himself and several other aides to then-Secretary Ray Marshall. 
"Moreover," he, said, "there was full documentation to justify all 
\ 
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approvals, and it current officials say it was lacking in various 
. places 'then they tore up the justification.' 99 

Now in view of Mr. Green's comments, Mr. Puterbaugh, do you 
agree with his statement, Np.'l, that "all approvals were for proj- 
• ects that had been previously OK'd"? 

Mr. Puterbaugh. No^ I could not agree with that. 
t The Chairman. No. 2, 'that "there was full documentation to 
justify all approvals"? 
Mr. Puterbaugh. I could neither disagree nor agree with that. I 

< was not aware of all of the 

The Chairman: You do not know that one? 
* Mr. Puterbaugh. I do not know. 

t The Chairman. OK. No. 3, "if it was lacking in various places 
then they tore up the justification/ " would you agree with that 9 

Mr. Puterbaugh. Well, I can only offer my ppinion that I think 
it would be very unlikely that Staff in the Labor Department would 
destroy documents of that nature * „ 

The Chairman. It is also my understanding that after the elec- 
tion of President Reagan, .that you were aware that former Assist- 
ant Secretary Green sent out a memo to all personnel that he was 
personally taking over the funding process. Is that correct? 

Mr. Puterbaugh. That is correct, sir. 

The Chairman. Mr. Green indicated his concern over the 'large 
amount of new funding that was to be handled, and he decided by 
December 1980 that he wpuld also control the Steering Committee. 
Is that also correct? 

Mr. Puterbaugh. I do not know the answer to that question. 

The Chairman. OK. Now it is my understanding that you told 
my staff that he sent his special assistant, Arlene Gilliam, to put 
pressure on the movement of certain contracts, and kept a running 
balance sheet reflecting uncommitted balances of those funds avail- 
able for allocation. Is that correct? 

Mr. Puterbaugh. Well, sir, with respect to Ms. Gilliam, she did 
aprear pver in our offices to track the progress that was being 
made on a number of contracts which^were of special concerii to 
Mr. Green at the time. As far as the running balances are con- 
cerned, I think that has to do with a different area. . 

The ChaIrman. I'see. Now you also told committee staff that 
documentation became nonexistent, and contrary to Mr. Green's 
statement, you say: "I am not aware of- any justifications being 
torn up because I am not aware of any justifications." Is that 
correct? , , . 

Mr. Puterbaugh. Could you repeat thatf question, Mr. Chair- 
man? © 

m The Chairman. Yes. As * understand it, you indicated that docu- 
mentation became nonexistent at this time, and contrary to Mr. 
Green is statement, quoting you, "I am not aware of 4 any justifica^ 
tions being torn up' bebause I am not aware of any justifications" 
for those contracts. x 

Mr. Puterbaugh. Yes. I would stand by that statement, and I 
would like to ,say that there were some instances where projects 
had been approved where I had ^o personal knowledge of extensive 
written justifications and explanations for the projects being ap- 
proved. I cannot say with absolute certainty that that type of 
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material did not exist at all-. Perhaps it was in the hands of other 
Labor Department employees. . * 

The Chairman. However, you do not know of aijy existence of it? 

Mr. Puterbaugh. N^o, sir. 

The Chairman. Cotild you tell us in your opinion, Mr. Puter- 
baugh, could you describe for us what is meant by* a "sole-source 
contract"? 

Mr. Puterbaug^ Yes, sir. That refers to a contract that is 
awarded without competition, that is, a contract that is awarded by 
the Labor Department without examining whether more than one 
-firm can do the wofrk successfully. 
The Chairman. /All right. Thank you. 

Ms. Maith,' perhaps I could turn to you. With regard to a con- 
tract for -$150,000 to the National Association of Southern Poor, did 
you review a proposal for this project submitted by the association? * 

Ms. Maith. I jiid^ • 9 ° • 

The Chairman. Did you find that proposal totally satisfactory? 

Ms. Maith. Yes, Ldid. 

The. Chairman. You did? My staff tells me that you told 4 them, 
"No, I had to contact the contractor to atteiript to shape up the 
proposal." Is /that eorfect? Did you tell then^that? 
_ Ms. Maith. That was with regards to the budget. 

• The Chairman. I see. 

Ms. Mait?h. It was not with regardsJjo the narrative part of the 
proposal, i 

TI^TShairman.. Could you tell the committee of your contact 
wfth the jfibntractor's project officer, Mr. Anderson, and how you 
("were informed that tjie contract should be approved? • 

Ms. Maith. The proposal was submitted and the initial proposal 
budget Was in the amount of $300,000. After we learned that the 
$300,000, was not incltided in the funding plan for Qscal year 1981, 1 
contacted Mr. Anderson to inform, him thfet those funds were pot 
available. After contacting Mr, Anderson, he in turn called Mr. 
Green and informed him that I hacl .called to inform him that the 
funds were not available. Mr. Anderson called me back and. in- 
formed me that he hd& been in contact ^with Mr. Green's office and 
he was told that $150/000 could be made available to him. 

The Ghairma^. I see. Did anyone from the Secretary's office call 
you to verify drhat. the contractor, the National Association *of 
Southern Poor, actually said? 

Ms. Maith. No. As a 'Federal representative, I do not have direct 
communications with the. Assistant Secretary nor the Administra- 
tor. , . « ' 

The Chairman. Therefore, you /were going primarily or solely on 
•the grantee or the contractor s word, is that correct, at tfigft point? 

Ms. Maith. No. After I received tjie information from the con- 
tractor I went to my supervisor, Mr. Alegria, and informed him of 
the mforrtation that Mr. Anderson had^conveyed. . 

* The Chairman. Your supervisor was Mr. Alegrla. Is that correct? 
Ms. Maith. Alegria. 

•The Chairman. Alegria. I am $prry. As- -I, understand it you told 
* your 'immediate supervisor, Mr. Alegria, that the contractor was in 
effect authorizing his own— wHat was it?— $150,00fr-contract. 
Ms/Maith. I am sorry. Would you please repeat your Question? 

• ,144' 
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The Chairman As I understand it you told your immediate 
supervisor, Mr. Alegria, that the contractor was in effect author- 
izing his own $150,000 contract. Is that correct? 
Ms. Maith. No, I did not say that. ' 
The Chairman. You did not? Did Mr. Alegria relieve you of this 
i?* mma y glving y° u Permission to work up the- PAR' 
Ms. Maith. No. Mr. Anderson came in and he met with Mr 
Alegria and he met with me. We had a joint meeting, and after the 
meeting there was no immediate decision made as to. whether or 
not the $lo0,000 PAR— procurement action request— would be 
da ? up i however, later I was informed to develop the $150,000 
rAn, and 1 did. 

,» «-'? 1 ^!P, Chairman. I see As I understood it, you told our staff that 
Mr. Alegria said basically that if Mr. Green wants them to have it 
to work up the paperwork and then submit it to him Is that 
correct? /. y 

Ms. Maith. That is not correct. V 

The ChairmW That is not correct? OK. 

Mr.« Alegria, did Mr. Green or Mr. Anderson call you at any time 
soon after- this occurred to tell you what the deal was' ' - 
Mr. Alegria. No.lsir. 

that h time? A '' RMAN ' &t Course of action did you decide upon at 
Mr. Alegria. Let me say that there was a lot of confusion at that 
.point interms of what was approved and what was not approved. 
. Therefore, what we decided to do-I think I had a discussion with 
Steve Puterbaugh-we decided that what we would do' is, we would 
make up the paperwork for the Association of the Southern Poor 
m 1 he Chairman: Who made up the paperwork' - 

makeit up GRIA ' ^ arg6 ' Marge Maith ' 1 ^ 6r to g0 ahead 2 nd 

PAR then? IRMAN ' Therefore ' you ***** Ms - Maith to m ake up the 

• Mr. Alegria. in other words, make up the paperwork, unsigned, 
of course. I in turn.gave it to Steve. . Puterbaugh, who collected all ., 
of these pieces of paper,, and then he would have it reviewed 
through some kind«of a system, and if Mr. -Green wanted it ap- 

■ proved he would sign it In other words, all he had at that point 
was just an unsigned piece of paper. . 
_ In other words, the statement that you made, what Ma*ge said, ' 
«in essence that is really what happened.. She prepared the paper- 

^n=- m fi 1 n ^A?9 Ue m a . and Lturned ^ over to Steve, who handled the . 
unsigned PAR r s Then at some point he would meet either with 

a ■ r^V 1 " Arlen , e Gllliam or somebody, and if in fact the 
Assistant 1 Secretary had approved such an award, he would..of. 
course sign it. If not, he obviously would not sign it. It is just like a , 
'SZlt&l Secretary prepares a check, but if it is unsigned, it is not. * 
worth the piece of paper it is written on. ^ 
. The Chairman. Thank you, Mr. Alegria. 

Mr. Slobig,. could you- tell the committee how you came to be the 
' PI *Af ra c re P resent ative for Dr. Penick's contract proposal? 

Mr. Slobig. Yes. I was- not the program representative 'for *Dr. ' 
Penick. I was and continue to be the chief of the program review 
unit ,n the Office of Commanity Youth Employment ProSI 

The Chairman. I- see. v IU? y 

i " ' 
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Mr. Slobig. A staff person who works for me had for some time 
been assigned responsibility for being the Federal Representative 
on a set of projects that we funded' in cooperation with the. 
Women's Bureau, generally referred to as" the solo parent demon- 
stration^ projects. It was in the context of that set of demonstration 
projects that the Benson Penick situation arose. Ms. Ross,N^o was 
the Federal representative on the particular project, did not 

♦ happen to be, available at the time the situation with Dr. Penibk' 
ensued, and therefore I as her supervisor assumed-responsibility 

for dealing with it. t . 

* The Chairman. Was Alexife Herman there at the , Women's 
Bureau at that time? 

Mr. Slobig.- Alexis Herman was tfre Director of the Women's 
Bureau at that time. Yes, she was. » 
The Chairman. I see. Why wasn't, tfhis funded «th'rbufeh that 
' office? 

Mr. Slobig. It was never funded through that office. To the 
extent that it was ever funded—and it was really never funded in a 
formal gr^nt award process— money was ultimately* given to Dr. 
Penick gust in terms of settlement, an after-the-fact settlement 
based on p telegram that he. had received authorizing him to inqur 
. costs. ■ > 1 

The Chairman. As I understand it, you recommended against 
funding this award based on certain shortcomings which you de- 
fined as, No. 1, work statement failed to present an understandable 
and defensible approach, and, No. 2, the objectives were a mish- 
mash of evaluation. You actually described the^ program in terms 
i ' much more'blunt than that on one occasion. Is that correct? 
Mr. Slobig. That is correct. % 
t 1 • The . Chairman. On Friday, ^January 16/1981 you attended a 
' , m meeUng with.6ther 4 iy^gram pegple and Dr. Penick to attempt to' 
^ resol>e»ie dtfficieripi.es.. Is tfiat correct? ' 

* Mr. SteBiG.^hat is correct. " ^ ^ ^ 

Th£ Chairman. Whp w^s present at that meeting,' and cbuld you 
tell us who defended the funding $fethis contract? *.J * . 

Mr. Slobig* Well, *thefe$£/ere tvfc or. three different, meetings 
that ensued over the course*of a coqjUe of d&v^ L^rnVribt qufte. sure 
of the qhronalog^ o^neetihgg and v|hfyatt££$ed wHat'nie^ti^g, so I 
may not be able to reconstruct exactly who'^lvas^fresetft J[t the 
particular meeting to whirfh you m$d# refefenc^.' 'd^T ^ *• 

Generally, over the course of time that this was a$E^ssul>that r we* 
• were attempting^ to resolve, Ms. Herman was in^vee^ Dorothy 

* Wigglesworth, a stgff person from the Wbmer^s Bureau -who was 
the project officer within the Women's Bureau Tor this' set of dem- 
onstration projects, was involved; Jim "McCqriheH', who was the 
Spepial Assistant to the Director of the Office of Community Youth . 
Employment Programs, was involved; Sanford Coftia, *who was\the 
Director of the^Office of Contract Service! in Mr.' K^cvinsky's 
organization, "^wW jnvolved; I was inyojved; Mr. Penick' was in- 

/ volved; and there may have beett.others I cannot recall; 
• f • The Chairman.* Without objeetioq, we will put exhibit number 
6 — which is a ^memorandum concerning the cOntractorf = DfNBenson 
[ , A. Penick, on the projeQt solo parents demonstration* project at a 
/ 7 ~- cost* of $175,000— in the record atrthis point. • 
/ • ' . [The ipformation referred to follows:]- * /4 £j 



IERIC 



87-811 0-82 \9 



142 



21 



CONTRACTOR: Dr. Benson E. Penick 

PROJECT: Solo Parents Demonstration Project 

COST: $175*000 



BACKGROUND STATEMENT OF WORK: On Friday. January 16, a 
meeting attended by Frank Slojjig, Jim Mcfonnell, Alexis 
Herman and Dr. Penick was convened at the request of Sandy 
Cohn of ONP's contract shop to review the statement o£_#ork 
for a proposed contract with Dr. Penick to do work on the 
Women's Bureau Solo Parent projects. At that time, a multitude 
of questions surrounding this ventureNvWjirs— Raised . Subsequent 
revisions^failed to clarify the intent. It is far from clear 
what the^bntractor really proposes to do. The little docu- 
mentation we have sugcjests a mishmesh of evaluation, technical 
assistance and direct provision of services. 



STATUS: A package consisting" of jfae documents listed below 
is on hand at OYP: (1) a PAR signe* and *dated 12/4/80 for 
$175,790, (2) incomplete and unsigned sole source justification 
papers^ (3) an unclear statement of work, (4) a 1/19 memo 
from Hu*gh Davies to Jaltfce Mapp detailing numerous deficiencies 
in* the statement of work; also, a TWX was forwarded'on 1/19/81 
"authorizing costs not to exceed *^20, 000. 

RECOMMENDATION: The statement of work fails to present a 
sufficiently understandable^ and defensible approach that 
woulpl warrant funding. In/light of the questions that have 
been raised, this effort should be terminated at the con- 
venience of the government. 
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Mr. Slobig. Yes, I have that before me. 
The Chairman. You have that before you. 

.Now who defended the funding of that particular contract? Do 
you remenjber? 

Mh Sl5big. The funding was being defended 6£ Ms. Alexis 
Hermau and to some extent by Dorothy Wigglesworth of the 
Wbmen's Bureau staff. 

The Chairman. How did that meeting come about, that particu- 
lar meeting? t 

Mr. Slobig* To- the best of^my recollection, I was requested 
through Mr. McConnell to go to the Office of National Programs to 
sit in on a meeting to £$tempt to resolve whai at that point in tifne 
appeared to be a!T impasse regarding the approval for funding for 
Dr. Benson Penick, and so I did. v *■ 

The Chairman. I understand Dr. Penick just suddenly' showed up 
outside the door at this meeting. 

Mr. Slobig. Well, I had never had any contact with Dr. Penick 
until one of those days right near the 

The Chairman. When he just showed up. £ 

Mr. Slobig. Well, Dr. Penick"was obviously an interested party. 
Dr. Penick apparently had had discussions and conversations with 
staff in the ^flfomen's Bureau relative to a his role in this set of 
projects. Apparently he had had a previous* relationship on another 
set of demonstration projects that the Women'S^Bureau was in- 
volved in. However, I had never had any personal contact with Dr. 
Penick before this incident. 

The Chairman. I see. As a result of this particular meeting, were 
you satisfied as the pfbgram representative responsible, thai?qu&s- 
tions raised had been resolved' satisfactorily to gq ahead' and fund? 

Mr. Slobig. As the Chief of the Program Review Unit* I was not 
satisfied, and so indicated. ' • 

The Chairman., Was this contractjh fact funded? * 

Mr. Slobig. To* my knowledge affon tract- was never awarded to 
Dr. Penick. A telegram was sent oul to Dr. Penick authorizing him 
t# incur costs. 4 ~ 

The Chairman. That was the $20,000 that was mentioned earlier 
in the day? ' 
*> Mr. Slobig. That is correct. 

The Chairman. I see. Are you saying you do not know whether 
the full contract was ever fully awarded? 

Mr. Slobig. I know in fact that it was not. I mean, there subse- 
quently was a settlement with Dr. Penick for costs incurred, c&sts 
the justification for which was never discussed within our organiza- 
tion, and yet a settlement was. made by appropriate staff in the 
Office < of National Programs, apparently, for an amount in excess 
of the $20,000. * < 
*The Chairma^. How^much was that amount, approximately? 

Mr., Slobig. It is in that GAO report. I cannot remember what it 
was. I think it was $27,000. 

Mr. Kacvinsky. Mr. Chairman, that was $7,950 more. 
The Chairman. That was $7,950 mcfre on. top of the $20,000? • 
Mr. Kacvinsky. Yes. ^ * ( . 
The Chairman. Did t]ie Department get anything for the work 
that had been done? Was there any completed work at all? 
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Mr Slobig I had no subsequent involvement with the situation 
beyond those last days of January. 

The Chairman. Do you know, Mr. Kacvinsky? 

Mr, Kacvinsky. No, Mr. Chairman. This was one of the pro- 
grams that we did an indepth study with Assistant Secretary 
Angrisani and at the time we felt that they did not meet the*plan 
that was set out for the youth program at that time. Therefore, a 
termination for the convenience of the Government was sent to Dr. 
Penick on March 2, 1981 telling him that his program would be 
terminated and that a ^settlement would be negotiate^ with him. 

The Chairman. OK. Mr. Aaron—'— . 

Mr. Slobig. May I make one comment, Senator? 

The Chairman. Sure. 

Mr Slobig. It just seems to m^ that it is important that the 
committee understands something. I feel somewhat at a disadvan- 
tage, being the only representative from the Office of Youth Pro- 
grams who happens to be here, and yet I will hazard to at least 
speak my own mind. I cannot necessarily speak for the office but I 
think it is important to" understand — — 

The Chairman. I might add Ms. Barnett was supposed to be here 
but 

Mr Slobig. Ms. Barnett was on an Intergovernmental -Personnel 
Act assignment to'our office and her assignment ended last Friday. 

The Chairman. I see. That is probably why she is not here. 

Mr. Slobig. The only comment that I would like to make is 
simply^that the Penick situation, as far as I am concerned, was an 
aberration. It was not representative. It is one of a lot of contracts 
and grants awarded with Office of Youth Program title IV moneys 
over the last 4 years. r 

The Chairman. I would' 'Suggest that you may spend some time 
on the GAO report and all the statistics, evaluations, and recom- 
mendations they made. Be that as it may, do thakand then let us 
know Where you disagree with the GAO report: We\are as interest- 
ed in that as we artf in finding out just what is wrong over there at 
the Department. If the GAO was wrong, I wark tojshow they are 
wrong. .Therefore, we will leave the record open^Ji^'anything you 
would care to refute that the GAO has statedJ^eltoday .or in their 
reports that have been filed with the committee, we will.be happy 
to place that in the^record. ^ \ 

'Mr. Slobig. Thank you very mucfir, / 
. The Chairman. We wilWteep that record open for you, 

Mr. Aaron, approximately when were you notified to negotiate 
the PUSH contract or the PUSH grant? 
• Mr. Aaron. I think it was some time early in December., 

The Chairman. Of 1980?' 
j Mr. Aaron. Of 1980. - * 

The Chairman. -Now as I* understand it, Mr. Godwin was the 
person who gave the direction for your office to become responsifilT 
for that project, which was formerly in the Office of Youth Prb- 
- grams^ Is thatcorrect? 

Mr. Aaron. That is correct, Mr. Chairman. 

The Chairman. As I understand it, the reason you were given for 
the Office of Youth programs not handling this particular negotia- 

U f 3 
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' tion, i^hat Mr. Gotlwin advised you thaflitle VT funds were 
unavailable. Is that correct? 

Mr. Aaron. Could^you repeat* 

The ChAirman. The reason 

Mr. AARQN.,This was, in fact, funded under title IV. Do you 
mean title III? 

The Chairman. ^My point is that the reason given to you by Mr. 
Godwin, why the Office of Youth Programs did not handle the 
negotiations for this, as I understand it, was that title IV funds 
were unavailable. They did not have any more title IV funds. 

Mr. Aaron. I do not think that is correct, Mr. Chairman. 

The Chairman. I see. What were your instructions from Mr. 
Godwin as to what you were to do with the negotiations? 

Mr. Aaron. I believe, Mr. Chairman, that I received those 
instructions from Mr. Alegria, who was the office director. 

The Chairman. Mr. Alegria? OK. You were told you were going 
to negotiate a 2-year, $2 million contract or grant? 

Mr. Aaron. That is essentially cprrect, Mr. Chairman, that* those 
were the parameters. * , 

The Chairman. Now as I understand it, you were aware or, 
• became aware shortly after this that the PUSH grant proposal had 
encountered opposition from the OYP office in its present form. 
Could you list for us what those questions were that were raised? 
" Mr. Aaron. Mr. Chairman, I am nof familiar with the total 
• specifics in terms of the status of the program in the Office of 
" Youth Programs. 

The Chairman. I see. As I understand it, you told committee 
staff that OYP had serious questions regarding, one, the cost to do 
additionaLresearch that they, OYP, thought unnecessary; and, two, 
that the ifcmber of participants— that is, children to benefit— was 
considerably low, approximately 200 in the original proposal. Is 
"^that correct, and were you aware of those facts? 
• Mr. Aaron." I believe that is substantially correct. 

The Chairman. OK. Your office, as I understand it, attempted to 
negotiate with PUSH representatives to address these deficiencies. 
Could you" tell the .pommittee what improvements you were able ta 
write into the grant? * 

Mr. Aaron. Well, as the chairman may be familiar with the 
grant, "the proposal consisted of two parts: One was a direct service 
pbrti6n and the second was for a PUSH, foe Excejlence Institute 
which would Jbe undertaking certain kinds of research and assist- 
ance to their- program operations. The original proposal that came 
in, as you tndicated, proposed to tram about 230 kids, economically 
disadvantaged youth, over the period. 

. I worked with* the representatives from PUSH to soi¥ of restruc- 
ture their approach. They had been looking at it in terms of a" 
years basis. We worked jt down, to* a semesters basis for these 
children and we were*able to bring it up to 1,000 children over the 
period of the-grant. 

Second, with regard to the Institute we had a number of discus- 
sions both with thVPUSH officials and Mr. Alegria and myself in 
terms of what should be in that part of the grant. Mr. Alegria had 
sbme experience in the Youth Office and was able to give me sonft 
guidance. 4 ^ , 
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Basically, the tact that we took was that there should be n& 
% original research because we felt that enough of that had been 
done under the Youth Act, and second, that for different portions 
of the activities of the Institute we would ask them to submit a 
*plan Which we could then review and approve all or part of it if it 
satisfied us. 

The Chairman. Therefore, if I summarize what you said; you 
would cut out some research and increase the' number of children 
participants. * 
Mr. Aaron. That is correct. 
The Chairman. OK. 
* * . Mr Aaron. We putin what we felt were safeguards in terms of 
allowing us to review their plans. 

The Chairman. OK. Did you ifnderstand that this grant would be 
signed anyway? ^ _ 

Mr. Aaron, I think I assumed that it would have— wait, that it 1 
would ha^e beeji signed whether I were Successful or not? 

The Chairman. Well, once you ijiade the changes. Yes, whether 
or ^ot you were successful, whether or not you made the changes. 
_ Mr. Aaron. No; I do not think that I assumed that it would be 
signed, necessarily. As it happened/ it did not get to that, 

The .Chairman. Committee staff tell me that what you did say is, 
"We just fcriecUto shore up the Government's position as best as 
possible before proceaung the pape^." I s that correct or incorrect? 
Mr. Aaflon. Well, wle situation in which you are told that you 
' will negotiate a program makes you assume 'that—you can assume 
that there is~some interest in the program, and that is the starting 
point As it happened, we were successful in negotiating what we 
felt was a strengthening of the proposal and improvements in the 
. pfogpsal. 

I guess I assumed that ther£was sufficient interest that it would 
be funded but it is never actually automatic. We.did not get to the 
point where we had to dig our heels jp. 

The Chairman. I see. Did you dig your heels in on this particular 
grant? 

Mr. Aaron. At one point; yes. . 9 

The Chairman. However, in the final analysis 

Mr. Aaron. In the final analysis I believe that we were success- 
ful in protecting the Government's interests. 
The Ch^irmAn. I see. Mr. Aaron, what is the difference between 

* a contraqt and a grant? * . 

Mr. Aa"ron. I could explain it to you bvfcl would really rather 
not because it is sort of technical. [Laughter.]' 6 ' 
Jt is technical, and I am not an expert. I am not -a contracts 

^ expert. 

The Chairman. Let me sfee if I can put it in layman's terms, and 
see if you agree: As I understand it^basically the Government can 
maintain some semblance of control over a contract. It carl unilat- 
erally cancel it. A grant is different. It is a different situation. It 
cannot be canceled unilaterally. You are aware of that? t > 
, Mr, Aaron. Yes, I am, Mr. Chairman. • » 

The Chairman. You are shaking your head? % • 

Mr. Kacvinsky. Yes, that is very true. 
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Mr. AXron. I think, if I may^ the underlying assumption as I 
* have had some of our lawyers explain it to me is that in a contract 
^nation the Government is asking for something which it may 
then decide it does not need, and in a grant situation an organiza- 
tion is saying?*"We propose to do something >vith Government 
' assistance^ and that has something^ to do with whether jt can be 
\ unilaterally terminated. 

The Chairman. I see. Well, as I understand it, the Government, 
has to enter into detailed negotiations and if unsuccessful, it has to 
leaye it to the courts to decide if possible, if the two parties cannot 
agree. Is that right? 
Mr. KACviNSKY.,That is true. 

The Chairman. Wh&t is the current status of the PUSH grant, if 
you know? . . 

~ Mr. Aaron. Well, the status of the PUSH grant has been refer- 
enced earlier, I will not repeat that, Mr. Chairman. To my knottl- 

~ edge, as a result of communications between this committee ^and 
the employment and training administration, we have now sent — I 
bSlieve the date was October 7— we* sent them a closeout package 
and we agreed to their assertion in their letter to you that they 

- had terminated the program. 

The Chairman. Now have they agreed with you that it is, in fact, 
terminated? 

Mr.. Aaron. I have not heard anything to the contrary. 

The Chairman. I, see. Is it not true that the Labor Department 
had been negotiating since last spring to terminate this grant? 

Mr. Aaron. That is correct, Mr. Chairman. 

The Chairman. Are there any other grants* with which you had 
similar problems? 

Mr. Aaron. How do, you mean? 

The Chairman. During this period of time since 

Mr. Aaron. Problems terminating? » 

The Chairman. Yes, since September of last year up until today. 

Mr. Aaron. The only .other program that is in that status 

TJie Chairman. Let's limit it to Mr. Godwii^s programs, so that 
we know. Limit it to Mr." Godwin's programs, programs he was 
wonking with. 

Mr. Aaron. Well, most of the programs which have been termi- 
nated t were contracts and therefore they were just 'terminated. 
There were a, few other grants, and I think they ,are all in the 
process of negotiation right now or will be at some future date. 

The CriAiRMAN. I see. As I understand it, there is a similar 
problem existing in "Cleveland, Ohio on a grant also funded by Mr. 
Godwin, where the grantee is the person who negotiated the PUSH 
grant, a Mr. BustemShte. Is that correct? " . k 

Mr. Aaron. Mr. Bustemante did not negotiate the PUSH grant. 

The Chairman. OK. pid he represent the person who did^negoti- 
ate it? . 

Mr. Aaron. He is PUSH's general counsel. . . > %. 

The Chairman. I see. $Now what is that grant all abojit? * „ 

Mr*. Aaron. That is a private sector oriented program to train 
economically disadvantaged youth in a variety of occupations 
^ which occur in the financial or banking industry. 

The Chairman, Was it subcontracted to any particular bank? 
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Mr. Aaron, 'the First National Bai^Associatlon. * 
The Chairman. Is that Mr. Bustenranfe's bank. 
Mr. Aaron. He is associated with the Bank, I know. 
, The Chairman. I see. What was 'tfir amount of that particular 
grant? 

Mr. Aaron. That grant was in the amount of $572,000, 1 believe. 
The Chairman. I see. Now as I understand it, there has been a 
' decision— you have indicated that— to terminate this grant as well. 
l& that correct? 

Mr. Aaron. They received th§ telegram as a result, I guess*, of 
this process of balancing. the books that Mr. Angrisani talked 
about, that we wish to negotiate termination of that program. 

The Chairman Do you -kno.^ whether or not that program has 
in fact been terminated as of this date? 

Mr. Aaron. I know that it ha^Hot been terminated. 

The Chairman. Has the grantee spent any of the original funds? 

Mr. Aaron. I am sure that they have. Yes, I have received 
reports indicating that they have. 

The ChairMan. Prior to this freeze on strips, have you made any 
• trips to* the site? 

Mr. Aaron. I have not been ^ble to. 

The Chairman. Now I suppose you agree with Senator Kennedy 
and me that it would be helpful to you if you can have onsite 
inspection of some of these grants 

Mr. Aaron. Indeed it would, Mr. Chairman. I should say that we 
have scheduled trips to visit that program but have been unable to 
complete them. 

The Chairman. Therefore, you plan on going to visit that pro- 
gram. Is that correct? , 

Mr. Aaron. I certainly hope to. 
# The Chairman. OK. 

Mr. Aaron. I might say also that we do, as you would expect, 
receive written reports— in this case they .have been rather volumi- 
nous—indicating that the program is meeting with some success, 
Mr. Chairman. 

'The Chairman. Thank you, .Mr. Aaron. We will await such time 
as we can locate Ms. Barnett and have her respond to the questions 
that we havp for her to answer. v 

Therefore, we^will move to you, Ms. Crucil. Ms. Crucil, according 
to our staff feview of the grant files, you were assigned the con- 
tract supervision of the Southern Vocational College in 1979. Is 
that correct? 

Ms. Crucil. Yes, sir. I think it was 1979. I keep wanting to say 
1978 butit is jrj that period. i 

The Chairman, therefore, that would be approximately Febru 5 
ary 1979. Would thatbe pretty close to when it would.be? 

Ms. Crucil. Yes. I think I took it over, actually, about Septem- 
ber/October 1978. v * 

The Chairman: I see^Therefore, it might have been a little bit 
before 1979. y 

When you assumed responsibility for that fil£, did you undertake 
any reviews to prepare yourself to be al?le to handle that file?" 

Ms. Crucil. First of all, I did not negotiate the grant 

The Chairman. I understand. ' ■ ~ 
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Ms. Crucil [continuing]. And I had a problem with it .from the 
beginning. I believe it, was in February 1979, somewhere in'early 
February, that. I did do an orisite review. At that time, because of 
my concerns with the fiscal management, just based on the letter 
of credit drawdowns and the reports and so on, I decided I had 
better take a heavyweight in the way of a fiscal officer with me, 
which I did. , s 

* The Chairman. I see. At about January or February 1979, did 
you get a telephone call from the FBI? * , 

Ms, Crucil. Yes. One day I got a call from the State licensing 
bureau in Alabama saying that they had sorrlfc concerns, and they 
did not really want to give a permanent license to this organization 
s until they were satisfied that these rumors they were hearing were 
nQt true. ~ * ° 

The following day, the FBI from Montgomery did call me and 
said that they were concerned. They had heard these stories but 
'because the Departments of Labor> Veterans Administration, the' 
now-HHS — there were several Federal agencies being talked 
about~=-that they really wanted something done. - 

At that time I told them that I could not take any action unless I 
had a* piece of paper^and would they please just send the letter— 
which they did — and at that time we would turn it over to our 
OIG, Office of Inspector General. 4 

Somewhere in that time frame, because of the fiscal report that 
my counterpart had written, I asked if we could .have a comprehen- 
sive audit. I knew that the HEW, then-HEW,* in Atlanta had frozen^ ' 
^ their funds because they had gone in and in the space of a cduple 
of hours decided that there was some impropriety. 

The Chairman. Could you describe the impropriety? 

Ms. Crucil. W^l, we surfaced such things as whited-out signa- 
tures on invoices, double signatures on checks, and there was a 
person — I recall one, I believe, had a pharmacy and that man was 
on the board of directors, and it seemed like that was a conflict. 
< There were seyeral things like this: Dates on invoices whited Out 
and new dates substituted. There were just a lot of things that had 
us concerned. 

The Chairman. I understand there was even what you consid- 
ered to be nepotism in hiring practices, 

ftls. Crucil. That is right. . ■ 1 
« The Chairman. You considered that as a representative of the 
Department of Labor, I take it? 

Ms. Crucil. Pardon? t 
* The pH airman. You considered that to be .wrong? 

♦ Ms. "Crucil. Well, it was a husband, wife$ -and son that were 
running4hisiWhole thing. 0 

The Chairman. 1 see. When you returned to Washington, did you 
4 and Mr. Rensbarger-- who tfas the member of the Office of Iospec- 

• tor 'General "who accompanied you, as I understand it— did you and 
Mr. Rensbarger submit reports? Did you receive any other updates? 

Ms. CRUCii^Well, right about that tifne I got ^ call from— there 
are two sections in the OIG. There is the investigative and the 
audit section. I got a call from the investigative section saying, "I 
want to sep this report as,soo;i as it comes in". I subsequently 
found'put that the FBI had also called them, £o that the# received 
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every single piece of paper from us which was subsequently sent to 
Atlanta Jo the fieldman down there, so that when the comprehen- 
sive audit took place he would have all the materials/ 

The Chairman. Without objection, then, *we will put exhibits 8 
(a), (b), (c), and (d) into the record at this point. We will also put in 
a letter from the U;S. Department of.Justice dated March 14, 1979, 
regarding the Southern Vocational Community College, Tuskegee, 
Ala., migrant seasonal workers program, into the record at this 
point as well. We will also pilt an April 6, 3979, letter to Reverend 
Haygood, from the State of Alabama Department of Education, 
into the record at this point, without objection* 

[The information referred to 'follows:] 
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MAR 29 1979 

. r.E:;or,ATXOM for: uvxsay l. ca:.;pz3Ell 



Fr.or: 

SUBJECT: 
\ 



Audit EivUlon - Actin*. Chief 

Fiscal Assessment of Southern Vocational 
Co immunity Co^l cje, Tu^kc^ee, Alabama 



XIr. John Rcnibar~er of OlG - Audit tivlsion accompanied A!s P.enee Crucil. 
ETA-ONP to the ooumcrn. Vocational Community College in Tusl:e;jee, Alabama 
on March 19 through 2U The pumose of Mr. liens barker's visit x7os to assess 
the fiscal Lifc?r!ty of the CCTA Title in. Section 303, Economic otiraulus Pro- 
gram, Federal Management Circular 73-6 established HEV. as the cognizant 
nudJt Cheney for all colleges and universities. Therefore, our assessment had 
to be limited to an overview of the financial-system iu it pertained to the man- . 
element of DOL funds. The fiscal assessment was limited to those financial 
practices and procedures currentlyJn effect and dUfnot encompass any compli- 
ance aspects. 

The fbcal management system at routhero Vocational Community College Is 
extremely poor, and cannot properly administer the EOL funding. It is our 
opinion Cart manr^cment has deliberately disregarded good fiscal practices* 
The foDowinj problems were noted. 

1« SVCC ha 3 no written acc o unting procedures manual. Mr. Karvey L. 
Smith ._cra"b n : '-r;.'rr57 " t-:'?g thr.t h e vra3 vvorl.LTt*on buch t pro - 
c edurcsjn alnu aL and It wou1<? be In use in~"a coupl e of "wee?_<s« On a: arch 
23 j^cv* l\zy2°°d* Ine program's presidcntct ateTthat there was no 
accoun ting p Ac erfu res manual and that h e would ask Mr, ^with to 
burin \.or..»,:™on suca imr^ot iruMv. j hie" program h*:3 been la effect 
sinqe September, 1970 1 and :»VCC In operation" fpr almost 10 years, it^ 
ts highly irroysfar, for»cn organisation not to have devcloneo* written » 
nccojnilrj procedures tiurln? this time. Also, It is hlihly Irre-jular 
tor the nrcst'."?.nt of rn cr-rniuc'.Ion r::-J lh$ or^tnisr.licn'j public ac- 
coun|ant to give coafllctlrj otatcmcnU relative to these procedure*. 

2. SVCC Initiate d "ncnucst for P aym'cnton le tter of Credit" ort January 
28. 1079 and February 9, 1079, Thcac request s cited a 3 da v cash 
need of $38, 139 and $10,400, respectively. Our review indicated that 
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^ ca c_r nount s rcp rcj en t e d .20. d ays _nn d J 7 days 6<M Pply_PX^a3h » * 

tfVCC's check register does not identtfyTj ^ <;L £^ O^c^^^ * * * 
a* The rcaspxu for the disbursements* I , • 

b. The nature/reasons for the deposits^] 

Docurnentatiop s upporting the administrative salaries is poor and 

'susasst; ~ 

a* Forced signature was observed on the request- for payment for 
November; 

b. Not all payment authorizations are signed. e.£#, September, 
.November and December. 1978) 

c. Some payment authorizations are xerox copies of subsequent 
month's authorizations. 1. e, » January's authorization, originally 
was indicated as 2/1/79 - 2/28/79. The dateswere then \!(Uted- 
over and 1/1/79 * 1/31 /7D inserted. The February authorization 
was a xerox copy pf January's with 1/1/70.-^1/31/79 white drover 
and 2/1/79 - 2/28/79 inserted. The salaries authorized to be t~ 
paid remained the same though there were fewer work days. 

Th ere' Is n o rela ti onship between the sta ff tim e being charg ejdJoJhe 
g rant an d the staff s ^aries bete? paid. aVCC Is charging the grant 
monthly with the full budgeted amount of the grant divided by the grant 
period <18 mos*}. 6 t 

Telephone charges are not based on actual cost incurred. The monthly^ 
charge Is determined by dividing the grant budget ($4,725) by the grant 
period (18 mos) to derive the-monthly fee of $252.50. This Is the same 
procedure used in determining salaries in Item 5. . - 

^Pu rchase or der altera tions and vendor Invoice, alterations (by 3VCO 
were also oSserved. ' 

a. Vendor's invoices totalling $898.55 for supplies were originally 
marked by the vendor as beta* shipped to the iJVCC General Fund 
#100. ,^VCC waited over the General Fund indication anjMyped in 
"Migrant 4 Seasonal Farmworker** Program #112. " The- type was 
"matched to an e::istir/* typai/riter as bVCC. Ko reason waj given 
for the»alteration at the exit conference. » 

b. Two purchase orders orl-finally dated January 5 and 12.* respective- 
„ \y» were backdated by SVCC to January 3 and 10. respectively. The> 
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vendor's invoice* corrcspondirj to the above purchase orders were 
-dctrd Jrrirry 5 c-1 12, rccpceUvcly* 7~c ver.Jir U »-c^ted imme- 
diately next to aVCC. 
* », , 

c. Y/e could determine no bast* for large quantities ofsupplles belnj 
ordered from the vendor. 

« • * 

8. Th ere Is Inadequate udparation of ^responsibilities! * 

n. r.cv. Ilayjcod arc-sves rll prices, rotj/csU all payment*, approves 
all pry cr: Is zr.i .;f-r.j C H chec**J, the let! or wit's his r.ife. 

» 

b 4 . We could not determine if a responsible individual approved the - 
receipt of all cooes prior to a check belr*: dra^n for payment. On 
an order for consumable supplies, an ij.dlvidual signed the vendor's 
Invoice but did not indicate if the goods were received or date the > 
order,. \ 

% c. 'On two* occasions there was no evidence that pharmaceutical supplies 
procured for participants by SVCC personnel had ever been received 
by the participants. The owner of the drugstore was on^VCC'S 
Board of directors and ha£ check writing authority. 

^ c obs erved several Instances of double endorsed checks. In one In- v 
stancTVernon L. ^.icliai dion ffad endorsed caeck3 made out to Ivy 
f Jean Jones (terminated 2/19/78), jihcley Jackson, Ecrtlia Falls and 1 
Jennie B, Freeman (terminated 2/19/79). Cur questioning of person- 
nel disclosed no one v.ho knew. Vernon L. Richardjon. The checks * 
were noted bccausc^iey had been filled out on a typewriter. All other 
checks had been printed on an CAM type machine. 

From a fUcal perspective, I can only conclude thnt Southern Vocational Commu- 
nity College is incapable of administering the DOL grant, iince oVCC Is also 
fbndcd by HE\V, X am recommcndiiv* thnt n cor-prc^cTUive audit te performed 
of ay funds and tnat £TAcbrr~u.er tne suspension of funding pending the outcome 
of the rudit and/or the investigation. Any other solution X would consider un- 
wise inli^htpf the serious fiscal problems raised by Mr, Rensbargerjs assess* 
ment* If you need any addition:* information, please contact John Rensbarzer 
on S2:-C1C3.. \ , 



ccs Official Yellow 
CETA FILES (2) 
De Marco (2) 
Rensbarger (1) 



Graham R. SchaU 
Renee Crucil 



SR:J. RENSBARGER:GI; 
3/23/79:Rra S5030-.NDOL: 
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tfiV^Jj tAlXU) ST\TK5 l)i:i»\HTMlAT <>* Ji MlCEt 

^» 1 ■ 

J^££^r / »LJ>LKA.L HI K L A I t)> 1 N VLSI J C AT J ON 

Post Office Box V 2e 
Mobile, Alabama 

• ~ - — ( March 14, 1979 - 



Ms. Renee Crucil t ' 
Government Authorized Representative 
Room 6214 

601 D Street, N. W. 
Washington, D. C. 20213 

%£ 

^ Re: SOUTHERN, VOCATIONAL 

» COMMUNlTYr COLLEGE, 

TUSKEGEE, ALABAMA - 
- , MIGRANT SEASONAL 
WORKERS PROGRAM 

Dear Ms. Crucil 

Enclosed is a copy of a memorandum setting 
forth information obtained concerning the captioned 
matter* « N 

This memorandum further details allegations 
and complaints received by the FBI as discussed with 
you telephonically on January 30, 1979. 
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This information is also being furnished to 
the VA,\tiEW, and Alabama State Approving Agency, All 
the receiving agencies are being 'requested to conduct 
appropriate investigations or audits if after^ reviewing 
this information %t appears warranted. As indicated in„ 
the memorandum, it**appears very possible that violations 
of fraud are being committed. ' , 

, You indicated a review of this program at i 

Southern Vocational Community College was scheduled* for 
March. It is suggested that ijf this* review is com- 
plete, a number of.\ab\ises will be, found, as well as 
fraud. 

* This matter_has been discussed with Assistant 
U. s. Attorney D. Broward Segrest, Montgomery, Alabama, 
and he recommends tfie investigation be handled by the 

A * 

Enclosure , 



/ 



IGO 



156.. 



individual agencies involved at this trime. However, the 
- FBI will gladly assist when needed and you may qbtain 
further details from Special Ayent Robert E*. House r, FBI, 
Montgomery, Alabama, telephone 205-263-1961, FTS o34- 
7314. The mailing address Post Office Box 4040, 
Kontgpmery, AJabama 36J^1. 

Your* attention to this matter is greatly 
appreciated . 

Sirrcap^ly yours, 
C. EDWIN" ENRIGHT 
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• is UrfJj, rif» Hrfrr /«' 



I'MTKI) Sl\TL$ /LItIRTM-I.NT OT JUSTICE 

Mobile/ Alabama 
_ » March 14, 1979 



SQUTHERN VOCATIONAL 
COMMUNITY COLLEGE, 
TUSKEGEE, ALABAMA 



Information was received by the FBI Resident 
Agency. Montgomery, Alabama, on January 10, 1979, from 
a ^Student at Southern Vocational Community College 
(SVCC), Tuskegee, Alabama,. The student's complaint con- 
cerned the delay in payment of her Basic Educational 
Opportunity Grant (BEOG) from SVCC after deductions were 
made for tuition and other school expenses, she indi- ** 
cated Jong 'delays in these , payments were common with 
other students.' She also made statements which Sug- 
gested the Veterans Administration (VA)' program and a 

Migrant WorHrr s _Program (later determined to be admin 

istered by the Department of Labor ( DOL ) ) , were not 
being handled in a proper manner, 

A friend of the complainant was subsequently* 
interviewed and provided 'essentially the same information. 
9 The friend, also a SVCC student, had also been told her 

BEOG was not being paid for a recent semester because she 
f was on academic probation. No policy concerning suspen- 
. sion of BEOG's for acadfcjnic probation at SVCC ha"s been 
found. % 

A limited inquiry was subsequently conducted 
to determine if there are fraudulent practices being 
committed by, SVCC in connection with the receipt and 
administration of its different Federal Financial Aid 
Programs. Surinq th*s inquiry, interviews were con- 
ducted with former employees of^SVCC, current ami former 
students, current instructors, other sources familiaV 
wiWthe Tuskerjee area, and representatives*.©! the HEW, 
DOL; -VA, and Alabama State., Approving Agency. 

- ' ' .y i 

This document contains neither recommendations nor con- 
clusions of the FBI, It is the property,, 6f the FBI and \ 
is loaned to your'agency; it and its contents are not to* 
be distributed outside your agency. * 
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"o'-'thlmn vocational 
:o t:un2TY college 



A As a result of thi^ investigation, which has to 
,.ate been limited, a number of a 12g_g a t i on s whjc h * are 
~er.c-ral in nature and some that are speci fTc^^iave been 
3de or implie d . It is noted these allegations hove not 
een confirmed . However, due to the nature and number 
—if allegations, it_appe ars a thorough investigation 
. nd/or a ud i» t by £he different agencies conc erned as 

- sr.ponea above and herealter would most probably show 

- . puses in these programs and violations of Fraud Against 

ne United States Government* 

» » * j 

Listed below are some of the complaints and 
-.negations agaan&t SVCC as determined thus far: 

Receipts issued to students shoeing BEOG 
payments with the re ceipt dated months before 
<it was actually issuea. \^ 

•* Withholding ^^udents' BEOG money on the * 

\ basis the ^tudent^ was on academic probation, 

; ^ although^Hfdent was not advised until the * 

semester™arted. It is not known if HEW 
was advised to discontinue payment for the 
student. 

Rev. .Lawrence F» Hayyood, President of 
SVCC, has r equested the financial aid 
officer to t ransfer BEOG l und s from the 
next fiscal year to the current "year^ This 
occurred with a former employee "who refused 
and later resigned. -** 
^ \ 
Teachers do not report excess absences 
• during the semester* At the end of the 

semester when the financial aid officer dis- 
covered absences from the teachers' 
records, Hfygood told the officer not to 
report some of the* students to the VA» • 

Students are recruited with assurances 
to veterans that thev, can collect VA* bene- 
' fits and hbt be required to attend regular- € 

classes. 

/ . • 
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SOUTHERN VOCATIONAL 
COMMUNITY COLLEGE 



VA students' grades changed so they would 
continue to qualify for acadenjic tfftigibi lity^- 
and VA benefits. ^ * Y^*'^ 

Many yA, students rarely, if" ever, attend 
classes and are not reported to the VA. 

% Attitude and requirements of SVCC are** 
very on attendance and academic require- 

ments. 7 * 

Possibility ihat e arly dropout s in VA, 
BEOG , and Mig ra nt Workers Program ^ a re not * 
reported as dropo uts and tui ti orLjaolL-be^' 
fuh^eaT"ana;"berief fts .stopped. 

Po ssib ly^arj^vJLnn^t udents on Migran t 
Wo rk?Trs"""Progr am on scho ol rolls afteV t>> e 
stTjaVrvt~nas* quit aricf lert town . 

Taking du pl icate tui t io n out o f BEOG and 
Migrant Workers, Program. 

■j * 

Long delays in paying students the balance 
of their* grants after deducting tuition and 
expenses. Delays even into the - foil owing 
semester *and, possibly not paying at all to 
students who jud not return. 

Work study students not fully used or * » 

given any" work. Hours not kept properly. 

/* « 

Excessive class enrollment for size room 
and number of instructors needed. Some 
classes frequently not held. * ' 

• Students failing one course are allowed 
to take the next course in a series even 
though tY\e failed course is a prerequisite 
for the next course. 

V 

High tuition, charged and virtually all V# 
students* on some kind of grant , VA or 
other federal a^d program. The cost and 
quality of education provided are such that 
virtually no one attends v SVGC 'unlessrthey 
receive son\e kind of a fad' as an enticement* 



SOUTHERN VOCATIONAL 
COMMUNITY COLLEGE,. 
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Numerous violations were noted in an HEV/ 
^Program Review in August. 1978, even though 
not an in-de pth or widescopc stude was , made . 
This would seem to indicate a more detailed 
audit could 'show extensive violations and 
abuses. V _ 

It appears there are a number of allegations 
and findings of abuse of the financial aid programs and 
management of SVCC* Should the. agencies receiving this 
information con'duct individual investigations or audits 
for theif particular area of responsibi 1 lty , it is very 
possible criminal acts of Fraud Against,, the Government 
will be discovered, in addition to non-criminal abuses 
and misuse of the aid programs. 
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Stile lUtitissi " 

Department of Education 

Stltt ClliCt,l<t1*ni 



W*»n« Tt#9«t 

Suit Svptin>t»»<Jent of E0wc«t*on 




April 6. 1979 



Reverend Lawrence F. Haygood, President 

Southern Vocational Community College 

Post Office Box 688 * x 

Tuskegee, Alabama 36083 

Dear Reverend Haygood: 

The review made of your school on Karch 28. 1979. .regardfng compliance with 
Code of Alabama, Title 16-46-1:10, has confirmed a positive effort to achieve 
the mfnimum standards required for licensure. It has been concluded by this 
office that a conditional license^ may be issued to the school subject to accom- 
plishlng the~proposed timetable previously supplied by letter of Karch 14, 1979._ 
.aod the concerns expressed in this letter.. Concerns which have not been properly 
addressed in the cocrranication referenced are outlined subsequently for your Infor- 
mation afid made a part of conditional licensure requirements. Tfti s_cond itjpnaJ 
Jicense should not„be construed to Imply that_the_institu_tiqn Is Iq^mDlJancejttUi 
all other locaf. State or federal>rgulatiolis^verjN!ltGh.this.o/fice-has no.jiirji- 
djctioo.^r v " 
A. Academic Program and Faculty * ^ 

1. Additional instructors BCT and Allied Health to permit a ratio 
not to exceed'1-20 students in laboratory couiV^* These will be — 

% identified on PS-11 forms; - " 

2. A structured laboratory and clinical practice training program 
which will establish quality control and formalize community- 
facility comftmeMS is JMada^ory for F^ll 1979 and strongly urged 

Corner 1979. , ^ ... 

(a) Identify tasks, standards, and conditions of performance 
for each ooorse offered which is dependent upon community 
resources for laboratory or clinical experience. 

(b) Stale the amount of clock hours or the standard of perfor- 
mance reguired of each identified task and^determine whether ; 
the task will be learned in the classroom, laboratory, or 
clinical setting. This will clarify the amount of credit 
hours allowance for each hour of performance and establish 

• with appropriate community centers the support you are re- 
questing from them. 

Reestablish wr uten agreements with each facility identifying 

responsibilities of the community facility, SVCC, and the * 
students. Initiate quality control procedure* to assure 
that students have achieved the required standards In all ^ 
. identified tasks prior to awarding academic credit. 
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Reverend Lawrence F. Haygood * m. 

Page 2 ~ 

k (d) "Since the effective use of the excellent co-munlty facilities 
available 1s essential to achievement of the stated course 
objectives, this requlrecnent should receive a high priority 
with Imredlate attention. t 
*\ «**• 
3. Program revisions In BCT should be proposed to mak* possible achieve* 
ment of course objectives with the limited equipment available In this 
laboratory. ' 

8. Publications 

1. The Bulletin and Student Hand book should -be corrected as soon as possible 
by addenda and revised when reprinted. , 

* fV 

(a) Consistency of titles "Southern Vocational College" or "Southern 
Vocatfonal Community College" a,nd correct address, location,, and 
telephone visibly displayed. , 

(b) Refund policies jrevfslon effective Fall Quarter 1979. 

(c) listing of class, la^>ratory, and shop hours*, for credits awarded. 

2, Copies are requested of all SACS reviews, self studies, ^and audit*. 
* whenever available. « T ^ fl 

C, Fiscal Hanageae'nt and Stability ^ 

Final determination of fiscal management and financial stability Is 
Impossible because of a denial of Information connected with certain 
federal programs which comprise 40-50! of the operational budget. 
Because a majority of students enrolled (perhaps as high as 10OT) are 
supported by State and federal assistance, any significant changes 1n 
the status of these programs cjiuld. seriously jeopardize the financial 
stability of the school. 

• (a) Please supply the nfoes of Department of Labor officials and 
federal regulation number prohibiting release of information 
. requested concerning Grant #99-8-1801-15-47. * 

(b) A response Is needed to explain the proposed revision of the 
consultants reimbursement procedure. ' 4 

(c) .Copies of DOL andtoiEW audits are requested whenever available 

and are essential In discharging the responsibility described 
\ in paragraph C-l. € 

0. Student Enrollment and Attendance policies 

1, Attendance policies Must be enforced as published. 

2. Enrollment of students to avoid co-m1ng11ng of glasses and over* 
taxing of facilities or instructors must be controlled. 
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Reverend ta*rence F. Haygood * 
Pi9e 3 



t. facilities ' % 

1. laboratory, shop, and clinical experience facilities have been 
previously addressed, but ample evidence of solutions to these 
concerns will be necessary. 

2. library factl Ule&^i-i hjs point In tlm * «rf in^^ryi^t^iuit a ^ 
plan 1s underway to correct these limitations. It will be es$en- 

- Mai that volumes on nanyfce^talogved~a7raHsVf1c1entf|ko- serve 
the curricula offered. 'Comnonlty support facilities w4U be • 
Identified as to^the extent that these facilities are available , 
to students for library usage and check-out utilization. 

As of this date we have on file your PS-2, which Is the $10,000.00 surety b'ond 
and PS-11, personal data forms for Instructors. We are returning three of these 
for signatures of Instructors. Additional forms required are completed PS-1, PS-7, 
and 8. PS-5 and 10 are optional should you desire to receive the complimentary 
agent's penal t. These completed forms are required before the conditional license 
avay be processed. 

An affirmative response will be required attesting to the conditions established 
relative to the concerns expressed 1n this letter and In previous conrounlcatlons 
prior to Issuance of the conditional license. This conditional license may be 
revoked upon determination that the agreed ttmetables established 1n your letter of 
March 14, 1979, and other deficiencies noted In this letter, have not teen corrected. 




Yours very truly. 



State Approving Agency 
817 South Court Street 
Montgomery, Alabama 36104 



tCS:cs , 

Enclosures: PS-1 1 forms for signature by Instructors' 
C: Dr. Wayne Teague 



> Dr. John Porter. ACHE 



164 

I RE REVUw OF COMMGOR'S R.. CnSIBIUTi 



• • Southern Vocational College 



. >.D. 'Sox-6a3' " f-isVe-gei"; Alaba&a, 36083 



«?' w !;* eT vUV?f\^i^W : *" W 'Job -Training OiOiT) Youth 1 ''C^o 



TovS^A^tiN TOC£US%.»Nt CONTRACTOR S fUS^GNS 81LITY. Ewr> NO t/ir»ej mvn ot cip!i*Mdin 
LMENTS tf'ivrticuom on mtnr of torml ' ' '» 



Vcr>f»rd tf>H p»oip<n»c eontucto; u no! iupcndcd 01 dcb&md fiom Covcmmcnt woriL. . jp D 



t contractor bu finircuJ xnd cUhri trsouieei lo perform vhc Government , 



Vended lh>i pioipteuvc conn»s»oi hi* piMoudy performed ufiifactory wort' * jp 

comkditv i^.'nffj^ ~e + -rn nrr tir ^nv auditing this contractor. - 



as to allegations of .fiscal -arz; related problems. Preliminary 16*. 
report Indicate? no serious, problems , Nevertheless, the proposed 
contract will -contain provisions Tor monthly* reports and Invoices. 
Approval to Continue contract will be required on a monthly basis. 



Condoled On Site Pic Awa/d Survey e * ^ Q 

Ccoo.'dAs. . ' , .. . j, 

Contractor currently has a grant with the Migrant Division, and 

are being monitored by them. * • * 

It Is my stated intension to* visit this 'contractor. within the next . 
three months . * . 



Conticlrd O.T»c* of L»boJ • MMHtment wd fcelfAJC Pennon Reporti {if mpphcobk) Q 

N/A- • ' . 



AprlX 17,1930 
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U S DEPARTMENT OF LABOR /w\ 
Employ mint And Training Administration " / \f - 

Washington, dc mi> k ^ 



To: Offic ial Contract Flies April 17, 19S0 

From: Ernest Hodgkins c< -ri'. ^ h*''-'*"^-*- 5 
Subject: MEMORANDUM OF NE30TI0N Southern Vocational College 



On April )1, 198o'Lamond Godwin read to Bill Kacvinsky and me 
portions of a preliminary report from the 10 Office stating, 
in essence, that there are no serious problems as to the 
allegations leveled against the subject contractor relating 
to his current grant with the Migrant Division under Sec- 303 
of CETA. 

I was further instructed to assist Rev. L. Haygood in developing 

a orooosal under Sec. 301 of CETA for $625,000. It was agreed 

tc li^it Rev. Haygood to 30 day contract periods pending receipt 

of r.cnthly reports and invoices - this would permit direct and close 

cctro,! over- contract performance pending: 1} a final report 

frc- the IG and, 2) successful performance in the pending 

contract on a monthly basis. 

Pev. Haygood and I negotiated on April 15-16, 1930 and developed « 
a propesau agreeable to both of us for $^98,262. 
He agreed to submit monthly reports and invoices. He further 
agreed to provide nfe with Job descriptions and the names of 
personsithat will fill those positions'. 

Of the P50 enrollees, he agreed to 110 economically * 
disadvantaged, 75*(l88) minority and 50$ (125) female. , ^ t 

I informecf*Rev. Haygood that I wopld be his federal 
representative the first several months, and that I intended 
to visit his program within the next, few months. 

Initial proposal appr oved for i^PS-HOO. * Rev. HavrnotLwas 

jlr/forrtej TAat !\?c^73a . would be deduct ed fro- i »hat anount | 
^eavf^r a retract f or~T3°5 s ?ty . r irT"rrt*?r to ^"C^* *** 

y °r ^ j-^f ' r overrun ln his Sec jUj grant in the molrect 
rate lineTtemT^^^^^ v^s^ 

Rev: haygood was also informed that the award of this pending 
contract was dependant upon his agreeing to provide DOL with 
tf copy of the audit currently being conducted for HEW* 
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I'.* DII'AKIMIM Ol lAllOlt % . % 

JuMotMfvr A\i» l«»l\i\i< Acmimhsayk)*. \f *, 

Data: ' pr ^ l8 ' 1980 



;• lor jo^t 



Subject: new Contract Package tor /Outherft Vocation al College 
To: ^ 

Sandy Cohn Chief, Dlvl of Contracting Services 

Negotiations for Southern Vocational College . , 

w & have been c-nrleled. 

Sole source justification l.at bcvn waived in accordance. with the Secretary^ 
Order n**ber 24-74, dated l>ove*b»r 1, 1974. The necessity f er Sole Source 
Justification hat been waived as follow*: 

iWcr S'rtlnn 5 (applicability), # 
Pjut^a (exenptlona) 

<£— t •» (Interagency Agreenenla) 

_ T 

J—JLJ Ite« »3 (OJT, JTP, AOP, PoD. JO or OUT) 

• + 

Enclosed ar« a pre-award aurve.v. «c»orandu« of nepotlatlon, PAR. Uv copies < 
of the contractor', h^dgM a „d » lotencnt ef v „ k tnd , ny llce „„ ry flnJ 

roUtod papers. Please prepare a contract as follows: 

Porlnd of Performance: April 21, 19SO .to April 20. 1 981 

Funding Uvel: < &oR ^ 

Mia: 350, « 

The federal Represent stive it: E rnest Hodgklns 
Monthly Invoice and nsrratlve report »re reouw* rn^«— ♦ «*. * v 
for 30 day pcrloda.tne continuation or^Hn^-be'S^na^upon '* 
' A* Jt» s. nr?. cM.f th " lr " erforaan « '"h 30 day.. Contr , ct „„. u 
Dtviaion «r u.»i~ l"i t . » 99-0-1801-92-16. Prior to award, the 

Division of National Training Propr.es COntractor ttu8t certify that he will 

c make available to the DOL coplea of 

audit being conducted for HEV. 0* 
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U.S. DEPARTMENT OF LA.BOR 
Empioymint And Training Administration 
WASHINGTON. DC *J$H> 




MEMORANDUM FOR: L&MOt© GODWIN 



FHCM: f HAROLD E. RIEVE 



" SUBJECT;. Southern Vocational OoIIege Youth BT^lo yment 

and Tra irking Proposal— ' 

I 

Because of the current FBI investigation and the intending 

audit of the Insp retnr r/wrai's of fif>p. I would recormend 

that yqu consider withhol d iny funding of "the p roposal with 

Sc^ U^ern- Vocational College.^ HEW has taken Southern' ~ 

Vocational college off the letter of credit aid pub them 

on a cost reimbursable basis and has recommended that we \ 

considecdoing the same. Bob Houser, FBI said there is \ 

a question concerning the licensing "of Southern Vocational * 

College - that it probably was not acceptable for accredit t 

tation since tney tr>,ry ^ ™"«a*c/> r*f f»rvW >n tHo va. fl f frfc and 

POL grants. _ Dawn Schraegle - DQL 523-8396 Inspector 

General's office - Main Labor states she is going to 

conduct an audit on Southern Vocational College book* 

,the last week in February - and would reconrnend that 

we hold up on awarding any contract at this tine. 

V 

^The Chairman. Now, in April, you havejiad the benefit of three 
independent ^reports with serious, specific allegations concerning 
Southern Vocational College and its administration and financial 
practices. Subsequent to this, the IG, the Inspector General, finally 
did request an audit, a draft of which was completed in March of 
1980, as I understand it. Is that correct? 

,Ms. Crucil. I think that is about the right date. 

The Chairman. Now, as a result of your and Mr/ Rensbarger's 
efforts, the FBI's interest, aqd the State Board of Education in 
Alabama, as' I understand it, the grantJ honev for Southern Voca- « 
tional College was taken off or resifSBHT Is that correct? 

Ms. Crucil. It was taken, off the letter of credit and pu£ on a 
reimbursable basjs. * . ^ 

The Chairman. Right. Therefore, it ^JB taken off a letter of 
credit ancfl put on a cost-reimbursement basis. Is that correct? 
. Ms. Crucil. Right. 

The Cha/irman. I think those were the two exhibits we placed in' 
front of the GAO when they were iiere testifying. 

For the record, are you aware of any preliminary report from the 
Inspector General around April of 1980 that indicated tffll these 
allegations were not so serious? 

Ms. Cruc*l. I*ao not believe so. 

I should say that around about the first of November of 1979, I 
transferred into another program, i have some idea, of what went 
on after that, but not real specific. 

The Chairman. Well, you have seen the memo that^we have 
listed as exhibit 8(e), which we will make part of the record, from 
Mr. Milici. Am I pronouncing that right? 

Ms. Crucil. That is right. a 
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The Chairman. That memo reinforces that concerns were still 
quite serious in th^pring of 1980. Is that correct? 
Ms. Crucil. That-is correct. 

The Chairman. Th<en, without objection, we will put that in the 
record at this point.' • . - ' 

[The information referred to follows:] 



1 73. 
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kh: v oranduk rep lutisay i*. cxvrrnx 



WJJTLO J. .KIMCX 

rr&nt >-Ov2ificftion*for 
Southern Vocational ^orVunity 
College (rvpc) c * 



9 Vou toM isi^ tc£ay that Lar.cnd flodvin inrtractod 
ys- to c:c!f--nJ fvee'e grant for crc i*cnttt bevond 
*Jr c curfcnt c>rirctiior; date cf.varch t, 1930. 
JL rtror-vly recorxeni araitfst that action.* 
# 

?2 yp U -Tjr.f Co.VJ/n *rc av*re -Tvrc hn.n been under 
i::^:5ticatlcd:7 tho nrnince Jar.uan* 1579* 
:Tri6';:^sr' pf the allocations raised *bv 
f.rt ir.vo/tic^ticr.'lRl to .an Arstsfcrant vicit»in% 
»arc\' 177?, Xy r-nc? Crjcil of t^*' office of ~ " 
r».r? :vjrJ:cr Pror-re^s, en£*£ohn Kensbaroer of the J 
I: nrcctcr rancral'c Office. Tic irregularities 
fjrrr.y hy 4Kcir revicvr r-rcrptei Godwin- to 
*c*y*- £ r;:: to t> 4 e Office of Inv*«tioeticna and 
C5o~^2i ajtce.. • , * 

Th^-tbpv^ actions lefl in Mm to -taking- CVCC off 
tVe letter of credit and putting the* oa e.«co0t 
9r.W..ir*abi* ?:er,isi and to a rcnK-at M> OTt for**. 

frj^iai* tf>L audit of SVCC. ' (That'avAit *a« 
y^rur. Fehru&ry 25, 15S0, by .Vctcal'f , <$xioe & 9 
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*ow; as r,odvir. points cut. th^ allocations lovcled 
at pvcc hsv© ycr to be .prove*!. On that basis, we 
hare no justification for deryine fVCC the r^lnrter 

* of the funds ir. its crant. rovever, it is on© 
thing to rive *a ^T^ntee tin morvoy because the 'teres 
of the grant entitle hir. to it. It is <niite 

4 another .thins .to fivd s rjra^.tce rev rone/ vbtffc 
W have no oMicatior. tc Qojio, end all tho 
critical v&rr.i*$ sl%no counsel" caution rather • 
ty.cn precipitous action, Xrdced, if ve hsve mxx 
r»bli<rati*oA it is to, sufrponcT action until the 
truth of the el legation* has been resolved* 

•r\escforc, I con£ifcr it Ry*duty' - to reco^end ^ 

• t\at ve ViCt 9ive SV0C*eny ad5iti%nal funds. '-'I * * # 

tlr.c'urce yovi^to try dissuading 1 (kxlvin ffoo. * * # * 

• .acting hastily. \ * 

\ cp:Hilici', Files ■ * 
ThmJGE: tflMCItbjt 3/3/60:Ro: 6318 PHBr 
EX?. 66128: * ■ . . 

- ■ 

The Chairman. It says here—this is a memorandum for Lindsay 
L. Campbell from Carmelo J. Milici, subject; grant modification for* 
Southern Vocational Community-College— - ' 

You told me today th^t Lamond -Godwin instructed you to extend SVCC's grant 
for 1 month beyond "the current 'expiration 1 date of March 8, 1980. I strongly 
recommend against that action. 

As you and Godwin are aware, SVCC haskbeen under* investigation by the FBI 
since January 1979. The seriousness of the allegations' raised by that investigation, 
led tojan assessment* visit in March* 1979, by Renee Crucil of the Office of Farm- 
worker Programs, and John Rensbarger of the Inspector General's* office. The irre- 
gularities turned up by their review prompted Godwin tQ send a QAR to the Office 
of. Investigations and Qpmpliance.- 

Ms. Crucil. -Questionable activities report. - ' *} 

The Cha-H^n. Oh, I see. « 

The above actions led in turn to taking SVCC off the letter of credit and putting ■ 
them -on a cost* reimbursable basis; and to a request by OFP for an immedite DOl 
audit of SVCC. That audit was begun February 15, 1980, by MetcalfT Frix & 
Company. ' » 4 

4 • \ 

You are aware of that memorandum as well? 
M$. Cri/cil. Yes. ' • V * 7 

The Chairman. OK. At this point I would like to ask*#fr. Ka* - 
vinsky if this was what Mr. Godwin read to him and Mr, Hodgkins t . 
and lThe actually saw, reviewed, and included thitf report in*tlie 
file. •* * / * * - ^ 



Mr. KAfcviNSKY. Mr. Chairman, I recall Mr. Godwin filing Mr!. 
Hopkins and I into his office, and he read from a report which \ 
had not seen. He read t]?at there was no wrongdoing that he could 
see from that report. * * . i Um \ , » * 
' I also am aware of -a memo that" Was to Mr.- Godwin from a Mr. 
Harold Rieve, prior, to ^.investigation, again reiterating the FBI 




investigation and thesimpending audit of the Inspector Generals 
office, that recommendations of withholding funding of the propos- 
al should be done. However, I did not see .the report at that time. 
He did read fnpm it. 

«.The> Chairman. As I understand it, asl mentioned to Ms. Crucil, 
,so far havetaad three independent assessments in 1973, contin- 
ued concerns of prognyn officials through *■ 1980, a draft report Jby 
the Inspector General, and a finaltrepoft and audit released which 
confirmed the activitie^n 1979. We will put all of those reports in 
' the record at the appropriate points. 
Senator Kennedy^ . 

Senator Kenned^. Thank»you, Mr. Chairman. 

Just as a matter of interest, I see where on our witness list, Mr. 
Chairman, we have 10 witnesses th^t were supposed to appear here 
this morning. 'I see^weliave seven. Do we know \Wiere the other 
three are? 

~ The Chairman. Excuse me, Senator Kennedy. I was interrupted. 

Senator Kennedy. Yes. We n^ave 10 Labor Department officials 
on the list and I think we are fortunate to have "7 here this 
morning. Do we know where the other three ar^ y 

The Chairman. -What btrjer ones are you refernng^to? 

Senator Kennedy. Well, if you add them up; 

The Chairman. On the Hst I have, I have eiglfrt from the Labor 
Department plus \ 

Senator Kennedy. WS11, the witiress list I was-given has* 10 on it. 

The Chairman. That is different from the one I have. * 

Senator Kennedy. Are you giving out different ones? [Laughter.] 
„ The Chairman. I do not know. Deborah Barnett is nOt here. We 
do not know where she is but we will certainly try to find her, and 
hopefully either get her in or get h6f sworn statement. Who were 
the other two? 

* Senator Kennedy. Ron Luden and Fred Romeco. 

The Chairman. I understand that witness list is 2 weeks old and 
this is the current one. 

Senator Kennedy. We juit received it last evening. 

*Mr. Slobig, as I understand, you are the senior official from the 
Office- of You t h Program s. 

Mr. Slobig. In the absence of anyone else .here today, that is 
correct. [Laughter.] 

I am certainly not the seqior official from the Office of Youth 
Programs. * 

Senator Kennedy. Well, with regard to our panel? 

Mr. Slobig. With regard to this table, that is true, Senator. 

Senator Kennedy. I want to first of all thank t all of you for 
joining with us here today. 

Now a number of serious allegations have been made this morn- 
ing about the contracts*awarded in the last days of the previous 
administration. Are these reports representative of the way the 
Office of Youth Programs has been conducting business over the 
last 3^2 years? * . 

Mr. Slobig. Absolutely, not, and to construe that" they are in any 
way representative, of the last 4 years of effort by a dedicated 
professional staff who have tried, I think, to efficiently and effec- 




tively safeguard the- expenditures af the taxpayers' money, is mis- 
construing what I perceive as the reality of what I have experi- 
enced. 

Senator Kennedy. You^heard Mr. Angrisani this morning. He 
talked about improving the management of the agency, about effi- 
ciency, effectiveness How would you evaluate the* performance to 
date since January, in terms of these kinds of contractual responsi- 
bilities? Have you'seen a very noticeable improvement 9 » 

Mr Slobig. Well, Senator, I think before attempting even to 
answer that question, it is important to step back from the specifics 
that have been discussed at the, table this morning and to\look at 
title IV discretionary funds in the perspective of history, congres- 
sion&Lhistory, as well as administrative experience. " .<» 

I may not have everything accurate but at least this is my 
perception of what has occurred since August of 1977. When ? Con- 
gress in its wisdom passed the Youth Employment Demonstration 
Projects 4 Act in 1977", which was envisioned at that time to bfe*«a 
short-'term, limited, high-funded demonstration effort, they gave 
the responsibility for implementing that effort to the Employment 
* and Training Administration, who very quickly assembled a task 
force whichJMs. Higgins was a part of, and only over the course of 
several months established a formal organization which became' 
the Office of Community Youth Employment Programs to assume 
the responsibility for carrying out Congress* mandate. 

I think it is very important to keep that in mind when we talk 
about the kinds of procedural issues that th^ General Accounting 
Office focused on in their scrutiny of title IV grants and contracts. 
The processed the experience was established early on, necessi- 
tated by the fact that we had a limited-duration, short-term demon- 
stration effort, to mount it fast, to get projects up as quickly and 
efficiently as possible within the constraints that we had to*deal 
with, and to try to do it in as professional afod defensible a manner 
as could conceivably be done. i 

I think ff you will look back over the history, right now our office 
•has a contracHrrventory system of over 600 separate contracts and 
grants that haV«^been funded out of title IV resources since the 
passage of the act To look at the 19 projects that the General 
AccountiAg Office selected as a sample from a slice of history, in 
.the Employment &nd Training Administration— which I think ev- 
eryone at this table will admit was ah aberration, I mean, that 
period of time was not a normal time from our experience, It 
certainly is not a normal time frorif my experience in the 10 years I 
have spent in the employment anfi training administration. 

It is important to^say that— and also to view what has happened 
in our professional existence as administrators of those discretion- 
ary contracts and grants— that an enormous amount of resources 
was provided aver the fiscal years since that time to the present to 
fund discretionary effort&-X)nlv history and subsequent efforts on 
the part of auditors and evaluators and researchers can really 
bottom-line what that experience tells us. 

Ho'wever, from my perspective I think that we went about it \n a 
responsible, efficient, professional manner. My own sense is that 
the 600 items that are funded— maybe half, 40 percent^ which are 
still alive out there— will stand the test of time both in terms of 
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bottom-line effectiveness as far as the programs that ,we funded as 
well as, in the final analysis when the> can complete all the audits 
in the world that they want, I daresay that we will not find an 
outrageously surprising percentage of finallydisallowed costs. 

I mean there are two bottoft lines, it seems to tne\ that we have 
to keep in mind There is a bottom line that Mr. Angrisani seems 
to want to focus on which is audit, balance-sheet related. There is a 
bottom hneihat I and other program-oriented people have focused 
on. 

I am not a contract specialist.^ was not hired to be a -contract 
specialist I cannot defend the, Employment and Training Adminis- 
tration s contract procedures but' I cin defend the kind of profes- 
sional judgment and decisionmaking that was done oh a program- 
oriented basis to fund the projects that we funded, and I will 
defend it against anybody's attacks 

Senator Kennedy Just * fluick reaction from other members of 
the panel. Do you agree or disagree on it? Just make it brief, make 
it quick, so we can 

Mr. Ka^vinsky. Senator Kennedy, you heard Mr. Slobig defend 
the yoyth programs and you. heard me earlier defend the title III 
national programs. I think in about the same way we do have a 
parallel there, Programs that we were ru/ining that we were sup- 
posed to be doing were professionally done, and they were gQod 
programs, and they were getting people to work. 

Mr Alegria^ I would just like to add to that, that even in the 
chaos of the last couple of months, PUSH is a vary good example 
where we had the grant redone, where we negotiated, where I 
think we got the ver^ best .for the Government. As Jim Aaron 
pointed out, there were certain 'things in there .that we (fid not 
want We eliminated those. We put in safeguards! and the bottom 
line is, even in those cases things went off to the best interest of, 
the Government , <■ * * " * 

I might add that we were definitely told how much and &r how 
long by the previous administration but, on the other hand, nobody 
ever stopped me from insuring that it was prOgrammatically sound, 
and if I wanted any safeguards in there, ;I insisted and got them. 
- Senator Kennedy.- Mr. Aaron, the .Greater .Cleveland Growth 
Corp. has been referred to earlier as one of "midnight*specials," - 
how efficient and how effective has the program been? Would you 
fund it again? w 

Mr Aaron. Yes, I would, Senator. As I explained to Chairman 
Hatch, I have not been able to visit the program onsite«but the 
reports that I have received, it appears that it is excellent 

Senator Kennedy Mr. Slobig, what sort of current frustrations 
are xoiufeelirig? We hear them there, both in what you are saying 
anfl ' , 

Mr. Slobig. Well, aside from the Tact ,that like most of the rest of 
the Employment and Training Administration staff, I got my re- 
duction-in-force notice yesterday . |1 

[Laughter.] , 

Mr. Slobig [continuing]. Which §ays something, I guess, about 
the projected level of staffing that we may have to'deal with the 
winding down of all that we have wrought over the last 4 years, I, 
think that once again I would like to step back and suggest that' 
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the frustration that I have and the frustration that I hear ex- 
> pressed to me every day by the staff that I have— and let me 
digress again and say that I am in the Division of Program Review 
and Analysis in the Office of Community Youth EmploymentyFnK 
grams. - » 

We have had, since the inception of the title IV effort, responsi- 
bility irr that ^division for ^basically mounting, overseeing, carrying 
out, all of the demonstration, research, and evaluation activities 
Qinded out Of discretionary resources. Probably p\it of the three- 
quarters of a billion dollars, three-quarters of a billion dollars of 
taxpayers' resources that have been expended in that area, I would 
guess *0 percent of it has been under our division's responsibility. 

Right now. there are seven full-time professional staff people in 
that division. I do not know of any private sector business that 
__ would tTy to run. a multimillion-dollar corporation with seven pro- 
fessional staff people. 

Be that as it may, my point about the big picture backdrop is 
simply this: We have gone, in a period of 1 year, from being the 
darling of ihe previous administration— the singular domestic ini- 

• tiative in the last fiscal year of the previous administration, with 
an administration-recommended level of resource support, if I 
recall, in excess of an adcfitional billion dollars to what we previ- 
ously had had— t-hat is what the level of anticipation and mood , 
backdrop was about a year and a half ago. 

Xhe ' eve ' of recommended resources for title IV youth programs 
in the present administration's budget was zero: I mean, when you 
talk abbut a microcosmic reflection of the pendulum swings in the 
m different budgeting and policy direction frpm one administration to 
the next administration, you have perhaps the quintessential ex- 
ample of the folks that feel like they have been *"ying-yaoged." 
[Laughtef.] , 

I mean, you cannot go much more than, from S2 billion to zero. 
Therefore, that is there as a backdrop, I think,, that colors the 
whole mood, the level of staff morale, and the kind of feeling that 
people have about their jobs. That is independent of RIF notices. 
That only adds .to the frustration and the anxiety that people feel. 

You have, along with that, a kind of wrenching philosophical 

• change, which suggests, ta me at any rate, that we have moved 
from a distinctly program-oriented focus, clearly to a process, pro- 
cedural-oriented \ focus which leaves people Jike myself who are 
basically prografo people, who have" worked in. the program field e 
for 10 years or more in the Employment and Training Administra- * 
tion pretty much at sea in terms of. even. h<fw you se*Tyour job. 

I do ribt know whether thesame kiftd of frustrations are shared 
by other long-term members of the Employment and Training Act- 
ministration staff that sit beside me here out I certainly feel that 
way, £nd I think that the staff that work for me are a reflection Of 
that kind oC feeling. There is a sense that no one above us really 
either knows abptrt what we have done for the last 4 years er 
really cares." *• 

It was stated^ this morning, I believe, by Senator Quayle, that 
what he was really concerned aboiftin the final analysis is that we 
learn from this whole experience what works best for* whom and 
why. Well, it Seems to me that in no other <5rganizatfcn that I 
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know of around town, we have cojiseiously and carefully designed a 
set of demonstration projects in our organization that fit under an 
overall umbrella that provides us the basis for being able to make 
^ those kinds of judgments. k \ * 

Senator Kennedy. Yes, but with ill fairness— and let me just be 
the devil's advrcate fyere— you have heard a lot of other charges 
and allegations this morning, memoranda and statements as. well 
« on it, with regard* to these programs and how decisions are made to 
fund them. Now what are we supposed to take out of this hearing? 

I think you have made a very eloquent 

Mr. Slobig. Well, J think what we need to tajce out of this 
hearing is that clearly there were deficiencies, procedural deficien- 
cies in the way things were handled. I think Mr. Kacvinsky ad- 
mitted this. He admitted that if you look back over the past 10 
years, if this hearing had * taken place 8 years ago we probably 
would have come up with the same conclusions. I think that there 
have to be distinct changes made in the way things are done. 

I am* not so sure that swinging from\a substantial amount of sole- 
sourcing to "everything has to go competitive" is the right way to 
go) Your reference to how the Defense Department does business 
this morning was an interesting one because it raised some ques- 
tions ?n my mind about compromise ways in which you could go 
sole-source. \ 

I, would be the first to admit that the majority of the things that 
we funded out of our office were done on a sole-source basis. They 
were done on a sole-source basis because if we had to go a competi- 
tive process we never would have gotten them done. We could not 
have gptten them done ,within the constraints of time that were 
originally laid out in the congressional mandate to run with it and 

Senator Kennedy. Well, how are the decisions being made now? 
Mr. Slobig. There aren't any decisions being made, and that is 
the biggest frustration that I have. [Laughter.] 

I say that in all seriousness. I mean, we have right now— I think 
there are approximately 260 projects funded out of our office with 
fiscal 1981 resources lrf them. Only 41 of those projects are conceiv- 
ably going* to be alive after December 31, 1981—41. A list of 41 
projects, as I understand— it has been held clode to the vest— but a 
jist of 41 projects has been sent forward to Assistant Secretary 
Angrisahi for consideration for extension beyond December 31, 
either with or without additional funds, depending upon the nature 
of the project, and for varying durations of time. ' i 

We have not even begun to think about fiscal 1982 projects yet 
,but that set of projects went forth almost 2 months ago and no 
decision has been ma^e. ^Contractors are sitting there, people went 
out of Business technically on September 2[0 because no ^decisions 
were mdde. After the fact, they had to be informed by telegra'm 
< X, that they were extended for a period of time. That is the kind of 
frustration thafPtye have. 

My perception is thai the mentality that £ have liad to work 
tinder for the last 9 frionths suggests that a decision deferred is a 
\ dollar saved. I even wonder to the point where, in the iirtplementa- 
^ Ji " tion of reduction-in-force procedures which we are about to uiider- 
t • go in the Employment and Training Administration, -whether that 
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same attitude will not prevail,, arid that scares me. As the sole 
supporter of five kids and a wife, itVeally scares me. 
. The Chairman Well, I have to admit I hate to see anybody 
receive a reduction in force, rega/dless of differences in philosophic 
* cal and ideological beliefs. 

I Senator Kennedy. The hour is late. This was a very eloquent and 
* Forceful statement but I do not want to cut an y body off. I would 

welcome the chance to hear from any other panelists, briefly. If the 
others want to make a brief comment, I would welcome it. 

Mr Slobig I will welcome the opportunity that Senator Hatch 
gave me earlier of submitting additional information for- the 
record 

. The Chairman We would be happy to have that. I think it is 
safe to suggest that >ou have violent ^agreements with the pres- 
ent administration on how CETA is or'isHo be operated, 

• Mr Slobig. I do nbt think that is necessarily true. I do not think 
>ou should necessarily infer that from the comments that I made. 
The Chairman. OK. * ; 

Mr Slobig I mean, it is not a partisan political point of view. I 
came into this man's government under a Republican administra- 
tion, Mr Nixon, and worked for him and worked for Mr. Ford arid 
worked for Mr, Carter, and now I work for Mr. Reagan. I try to see 
my job as carrying out as efficiently and effectively as possible the 
professional mandate \that I have as an employment a~rid training 
\ expert. - \ - 

The Chairman. I see. - 

Mr Kacvinsky. just one last question; In spite of what Mr. Slobig 
bas said, you are not going to back down on your statement that 
you felt that some of these funds were "being used for middle- 
management consulting and other things rather than- going to 
t getting kids ta work. Is that correct? % 

' Mr. Kacvinsky. Yes, sir. It is correct. 

The Chairman You will still stick by that statement? I think 
•that says something pretty eloquently, also. . * . jT 

Let's takfe a 5-minute break and we will be-back. 

[Brief recess.} 

. The Chairman. We will resume the latter part of this hearing. 

Up until naw we have had a certain .tolerance for expressions of 
emotion* in here but we would prefer that we have no expressions 
of amotion one way or the other. Let s listen -to the witnesses and 
give,them every consideration, and let s proceed'from here. 
.We will now call on Mr. Green, foriner Assistant Secretary of 
Labor. u 
Mr. Green, I understand you have a statement. 
Mr. Green. Yes,, sir. I do. 4 * 

STATEMENT OF ERNEST G, GREEN, FORMER ASSISTANT SEC- 
RETARY FOR EMPLOYMENT AND TRAINING, U,S. DEPART- 
MENT OF LABORy ACCOMPANIED &Y ROBERT WASHINGTON 
AND JIM CHRISTIAN, FINLEY* CUMBLE & WAGNER 

Mr. Green. Mr. Chairman, I am accompanied by my firm's coun- 
sel From the law firm of Fiuley Cufnble & 'Wagner, Robert Wash- 
. ingtoft to my left and Jim Christian to my< right, both pawners. 

» i .' c . r ■' . ' . 
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Mr Chairman and members of the committee, at your commit- 
tees invitation I am happ> to be here today to present testimony 
regarding the administration of the CETA * program during my 
tenure as Assistant Secretary for Employment and Training within 
the U.S. Department of Labor. I was appointed to that post by 
President Carter 4 in March 1977 and served until Jan. 20, , 1981. 

It is my understanding th^t one of the catalysts f<jr your commit- 
tees inquiry into this area was a flurry of recent press reports 
raising questions about the process by which CETA, contracts and 
grants were awarcted during the last months of the Carter adminis- 
tration Further, it is my understanding that the committee, pursu- 
ant to its authority and its response to the press reports, requested 
the General Accounting Office to conduct an investigation which • 
hes been reported in two studies, HRD-81-111 and e HRD-81-145. 
These reports closely scrutinize a number of awards made during 
that period using CETA titles III and IV discretionary funds. While 
reviewing some of the same questions raised in the press reports, 
the GAO reports seem to refine the issues that appear "to be of 
interest to this committee. - - - - ^ y 

Because of my own role in the Department of Labor's, employ- 
ment and training policies, I am delighted to h^ve the opportunity 
to. directly address any criticism of the manner an * which th£se 
programs were administered during my tenure in public office. 
Hearings such as these are sound mechanisms for airing any ques- 
tions which th^ public may have about the administration of large 
Federal •programs and laying such questions to rest. 

I am especially pleased to participate in these hearings because 
of my belief that the actions of .the past administration, particular- 
ly with regard to CETA, will stand up to close public scrutiny,- and 
because of my desire to remove any cloud that recent "reports may 
have, placed. on the merits of CETA itself. -Before responding to 
specific questions that the committee may have, I would like to 
address in a general fashion issues raised ^on the GAO report by 
the press concerningjmy administration of titles III and IV, discre- % 
tfafiary- funds duringrthe last 4 months of the Carter administra- 
te. \ ' . „ 

The.CHAiWMAN. Mr. Green, could I* interrupt you? 

Mr. Green. Excuse me? 

The Chairman. If >t could, I forgot to swear you in. Would you 
stand and raise your right hand? 

• Do yo.u. swear to tell the truth, the whole truth, and nothing but 
the truth, so help you God? 
Mr. Green*. I do. 

Senator Kennedy Does that apply to the earlier^testimony he 
has given already? , T - , * « 

The Chairman. I would* think,, knowing Mr. Green, it would. % 
Mr.. Green It has been suggested by some >and implied, in the 
media that I and other Department officials responsible for making T 
the determination on CETA awards proceeded after November 4 to 
dispense Federal moneys to our political friends with wild abandon, 
knowing th^t soon we would not be able to "help them. One report 
goes so far as to quote a person as saying that while the activities 
were not' illegal, they w^re unethical. 
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In our view, the GAO reports discredit the notion that one or a 
few individuals possessed unfettered power to dispense grants in 
this fashion or that they actually did so. In reality, the awards 
made during the transition period were not, only in complete 
accord with the law but they were a product of careful review and 
scrutin> under comprehensive systems of checks and balances es- 
tablished within the Department. These rigorQus new procedures 
were first voluntarily instituted b> the Carter Administration and, 
Secretar> Marshall as an added safeguard to ensure sound admin- 
istration and management of CETA 

In other worlds, the awards in question were subject to the same 
process of thorough review that others made before November 4 
were subjected to Although the moneys were discretionary, the 
awards certainlv were not made arbitrarily I think it is important 
to restate for the committee the approval process which preceeded 
the granting of noncompetitive awards. w " 

First, the Procurement Review Board had primary responsibility 
for approving a proposed noncompetitive contract involving $10,000 
or more. This board was chaired by fcaeLAssistant Secretary 'for 
Administration and Management, ancftjncluded others in the De- 
partment, but members of the Employment and Training Adminis- 
tration were excluded from serving on tfhat board. 

Certain Office of National Programs \wards under title III were, 
exempted fron> the review board's consideration. Proposals in 4his' 
category consisted of those made by community organizations with 
* c "demonstrated effectiveness' in the delivery of employment and 
training services. .A number of Office of Youth Programs discre- ■ 
tionary funding awards under title IV were also in this exempted 
category. ^ *■ - 

The so-called demonstration program awards required, however, 
the"' specific approval of the Secretary's Steering Committee estab- 
lished by a memorandum issued by Secretary Marshall. The Secre- 
tary's committee consisted of five individuals, the Executive Assist- 
ant* and* Counselor to the Secretary, Pauf Jensen; thet£)eputy 
Under Secretary for Legislation and Intergovernmental Relations, 
Nick Ecfdes; myself; my depuiy, Charles Knapp, who was also serv- 
ing as Special .Assistant to the Secretary; and Lamond Godwin/ 
Administrator of the Office of NationalTrograms. 

Thus, discretionary title III and IV funds, which did not have to, 
^ % be approved ^y the review board, nevertheless* had fep be approved 
\ by .Che Secretary's Steering Committee. In' short, all avMards treated 
c ' in *the GAO report were specifically authorized by* committee 
" review. Neither^ I nor anybody on my staff had the .authority to 
unilaterally appVqve a discretionary fund award or a modification 
^of an award. ; , < . • N 

I want to emphasize that no contracts or -grants W$re made 
without committee review-and approval. It js important to recog- 
nize that award proposals submitted for review Under # the process I 
ha^B just described had to aflso fit within the carefully developed 
4 1 furi«ing plans for title III and IV discretionary fun*. Durif% my 
tenure,* I set forth written procedures for developing executing 
* such plans. For the record, I *would 'like to submit fr^p opy of a 
. memorandum dated Oct. 2, 1979 from ,me to trie ETli executive 
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council* as an illustration 'of the budget review procedures imple- 
mented. , 

As a result of these procedures, funding requests from various 
offices were carefully c&nsidered and reviewed* by the executive 
committee I created, ' whose members included among others, 
Charles Knapp; Robert Jones, the Director of the Office of Assist- 
ance; and Lamond Godwin. It was only after this body's considera- 
tion that a plan was sent forward to the Secretary for his consider- 
ation and approval. 

Thus, the funding parameters were very carefully and clearly 
established in accordance with congressional authorizations prior 
to reviewing specific^ award applications. GAO reports identify a 
total of 4 awards made under title III that were not in the OMP 
funding plan, and 18 made under title IV that were not in the OYP 
funding plan. 

As the reports indicate, there is no legal issue with respect tcrthe 
funding of unplanned awards. On the contrary, the 1978 CETA 
reauthorization act contemplate that the Assistant Secretary for 
Employment and Training will' have to make readjustments in the 
funding and authorizes him to do so. m 

However, 'even in those instances where I determined that a 
readjustment would be necessary, the decision was. reached only on 
the basis of review and approval by the Secretary's Steering Com- 
mittee. I wish to note that the GAO report HRD-81-145 exhibits C 
and D overstate the number of awards made which were not part 
pf the funding plan. 

• Two of the awards, Community Services and the Pacifica Serv- 
ices ujider title III, and three of the awards under title IV, Delta 
* Sigma Theta Sorority, University of the restrict of Columbia,' stnd 
Dr Benson Penick, w^ere line items in "a legislative budget whose 
funding by definition was contemplated. A prior focus of the GAO 
report concerns the number of telegrams that were sent to contrac- 
tors ajjd grantees in the last month of the Carter administration 
authorizing the use of ..funds. Telegrams sent otit on January 19, 
1981, the last full' day of the Carter administration, a total of 25, 
appear to have elicited, a special degree of scepticism. • ' 

There' i^i. of cotirse, no question raised about the, propriety of 
Labor Department, officii doing busihess in this Tashion. The 
authorization to incfcr costs pending finalizatiotf of a .contract is a 
long-standing Labor Department practice intended to avoid unnec- 
essary 'delays in the startup or iontirftiation of grants and contracts 
that have already been, approved as to the awardee arid the 
amount by the process I previously described. - 

In no case could the fending of a telegram represent the unilat- 
eral decision of ti\e individual signing the telegram tq authorize 
the addressee tajncur costs. Transmission of a telegram was essen- 
tially a ministerial function providing immediate notification to a 
contractor or grantee to begin performance on the alward pursuant 
to the Labors Department's prior approval at higher levels. 

In most instances,- an awardee s*applicatiott\had been under con- 
sideration at the Department for some time. However, the negotia- 
- tions processr had been completed; only formal execution pf the 
- contract remained to be done, and this was a stage which generally 
speaking I did not get involved in. * 
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The committee also qsked GAQ-to make a comparison between 
the number of telegrams sent in January 1981 with the total 
number sent during a normal period of operation. Although GAO s 
data does not allow a valid comparison, the reports indicate that 
ther£ were more telegrams sent ^during "the first 19 d^ys of 1981 
than all of fiscal year 1979. ' ' 

However, even if there was a high degree of telegram activity in 
the final days of the Carter administration, the reason for its 
existence is clear It was due to the tremendous time pressures we 
were operating under during the final period of the outgoing. ad- 
ministration During that period immediately following October 1/ 
the beginning of a new fiscal year, the Department was operating 
under a continuing resolution and without any cleartpicture of the 
total amounts that would be authorized for programs. * 

In keeping with this state of affairs, there was no commitment of 
title III and title IV money until the exact authorization became 
known It was also difficult to convene the review board because of 
unavailability, of its members during this period, and awards could 
not be approved without their review. 

The end result was that there was a significant backlog of pend- 
ing applications which we*e subsequentjy considered in the normal 
course of business and disposed of in' accordance with established 
procedures The number of telegrams was symptomatic of breaking 
the bottleneck after review procedures had been complied with. 
This activity w£s> v of .course, in keeping- with President Carter's 

* directive to the departments and agencies to continue tendering 
service to the' American people during the* transition period, up 
until the last days.of his administration. , 

I woulcf like to submit for the rec*ord a table analyzing th;e nature 
of the contracts with respect to which telegrams were' sent out on 
the 19th. The summary of this analysis shows that although the* 
contracts involved a totaj of $9,287 million, only $4^441 million or 
47 5 percent of the contract awards- were authorized to be spent by 
th^rtelegram addressees. / * ' « 

IJ^ny of the press* reports have suggested that ihe activity of the 
Department resulted in an overcommitment of funds and corre- 
spom^jng Antideficiency Act violations. As we understand* the GAO 
reports, no such overcommitments in either title III or title IV 
discretionary funds have been found to exist. GAO report HRD-81- 
145 indicates that of available funding of $156.1 million under 
fiscal : yfcar 1981 title III moneys, only $51.2 million had been obli- 
gated as of January 30, 1981. Of a total funding bf $201.3 million 
under'title IV, ojnly 52.2 million had been obligated. - 

I mijst "express my own personal disappointment git finding out 
that Jess than .one-third of the total funds available for fiscal yean 
1981 were actually obligated, an$l that even these amounts. have 
been reduced by the current administration in seeking closeout or 
termination on the theory that funds have been overcbmmitted. 

* .Asa former admin istri&or of the CETA program, I fuljy appreci- 
ate the value of 'ontside^nspection by ttife GAO. Although I dis- 
agree with some of its (inclusions," I believe .that the reports also 
contain .valuable insights that provide a basis for improved man- 
agement of titles III and IV discretionary funds. 4 
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Before turning to the questions, I want to express my own per- 
sonal conviction of the need for Federal employment training pro- 
grams It is with personal frustration and deep regret that I and 
others concerned about, public jobs programs witness the retrench- 
ment being m^de. 

Ironically, these cuts are being made at a time when a broad 
range of improvements in CETA, supported' by former Secretary 
Marshall and myself, are being effectively implemented. These im- 
provements include tighter eligibility standards for public service 
jobs, tax credits and training subsidies for private employers of the 
"hard core/' and more stringent monitoring and auditing. These 
improvements allowed CETA to fopus more intense!^ on its original 
' goal, which was, in 1973, to provide jobs for the hard tore, unem- 
ployed 

The Carter administration was dedicated to the same commit- 
ment the previous two Republican administrations had made to 
assist economically disadvantaged citizens in finding jobs that 
would lead to permanent employment and eventually, selfjjlsufficien- 
cy A conscious effort was made by the. Carter administration to 
entourage the, administration s of CETA programs by .individuals 
wifh baclf£rounds similar to the backgrounds of people CETA 
reached out to and assisted^- - ' 

. Since 1973, CETA has provided job and training opportunities to 
hundreds of thousands of disadvantaged citizens all aver the coun- 
try For most of these peoplerCETA provided the tfnly opportunity 
to pull out of what would otherwise be a severe personal and 
economic crises. It encourages people to help themselves by provid- 
ing jobs, the opportunity to learn new skills, and needed incentives. 

CETA has been enormously successful in helping individuals 
dependent on general public assistance to work toward complete 
self-sufficiency, I know ttys last point is an objective which mem- 
bers of this committee strongly support. Public jobs programs are 
critical to meeting this, objective. 

* I would Jike to respectfully poijnt out that the .elimination of 
public jo.b training programs would by no means save t*he Govern- 
ment the total cost of the* programs. With each sjuch cut, general 
public assistance expenses and unemployment benefits increase 
while social security and income taxes decrease. It is my under- 
standing that if public job and training programs were completely 
eliminated, >as much as 25 percent of the savings to the Govern- 
ment would be offset by the increase in public assistance expenses 
and a ^ecfease in tax revenue. In my judgment there is no doubt 
about this proposition. "> „ 1 . ; 

Employment and training* legislation has served the useful pur- 
pose of identifying and providing a response to the problem of 
unemplQjrment generally and the hard-core* unemployed in particu- 
lar It ,is ironic that at a_time \yhen economic 'conditions are dete- 
riorating, 'especially those affecting the economically, disadvarv" 
taged, the trend toward the elimination of salutary public pro- 
grams of this type is even more strident. 

The administration on Sunday acknowledged that the country is 
in a "sljght recession." However, th&t sector of our economy which 
these programs target is in Tact in a depression, ^respectfully note 



that the* unemployment among blacks is currently at its worst level 
„ in over 20 years, 16.3 percent. 

I am proud pf the role that I have played in the field of empjoy-' 
ment* and training, trying to address the needs Of those most in' 
need— the unemployed, underemployed, and economically, disad- 
vantaged. I stand on my record of demonstrated commitment and 
capability. » 

Senator Kennedy. Mr. Chairman, before we get started/I noticed 
Congresswo/nan Cardiss Collins is back-. 

The Chairman. We are happy to welcome you, Congresswoman. 

Senator Kennedy. Is it possible that she could*come up here? 

The Chairman Cardiss, why don't you come up here. Come on 
up, Congresswoman Collins. We will be glad to have you up here. 
We are happy to welcome you to our hearing this morning? 

Mr. Green, where did you. incorporate Gr^n-Herman, Inc.? 

Mr Green. Where? It was incorporated in Delaware. 

The Chairman. Delaware? As I understand it, it was incorporat- 
ed on January 20, 1981.1s that correct? 

Mr. Green. Tljat is correct, Senator. 
* The Chairman. On June 24, 1981, staff members of this commit- 
tee hanacarried a lettej to your attorney, who accepted ifas coun- 
sel for Green-Herman, Inc. Are yo« aware of that letter? 

Mr. Green. Yes, sir, I am. 

The Chairman. For the elucidation of the committee, those pres-' 
ent, and of course for our record, Mr. .Green s firm was asked in 
the letter to identify cpntracts, subcontracts, grants, or subgrants N 
from CETA, whether the firtn had been receiving any funds from 
prime or Subcoritractors under any other Federal grant or contract ' 
program, and whether or not it had set ftp any service projects 
utilizing Labor Pepartment fimds directly or indirectly. 

This information was asked to be §ent on any of the above since 
January 1981. Counsel was authorized to respond for Mr. Green, 'as 
I understand it, and also Ms. Herman, and replied unequivocally in 
* the negative. Is that correct? . * 

Mr!. Green. That is correct, Senator. We read your letter of June < 
23 tp ask three questions: One, whether Green-Herman had con- 
tracts or grants with theiDepartment of Labor either as a prime or 
sub 'under the funds authorized by CETA; or, two, whether Green* 
Herman had received any funds either as a prime or sub under any 
and all the Federal grant or contract programs, including social 
security, SBA, Department of Education; or . whether Greem- 
Herman se£ up any fgrvice projects that pertained to Labor Depart- 
ment funds, directly WTlfdirectly. * 

j Senator, we indicated that there were none of those. Subsequent- 
ly, we understood that you were including local jurisdictions in 
t/hat and upon my discussion with ybur counsel, we indicated full 
disclosure of the Mobile contract arid of any othfer contract that we 
had regarding that. j 

The Chairman. You mean after you received the letter and I 
received back, a response from wur counsel. Is that correct? 

' ^ou can answer too, counsel. \ 

Mr. Washington. Yes. My name is Bob Washington, Mr. .Chair- 
man. ' 
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* I fuess it is a function of Dur construing ^our letter^Mr. Cfcair- 
man. We read your letter to* mean whether* or not Green-Herman 
had any contracts with the Department of Labor .with funcjs au- 
thorized*urtdet the CE^TA act, and our respective response was that 
there- were no contracts. We did not read the Mobile contract W 

. * coming within % the contemplation of that question. - 0 
'However, 4 when we met with [your staff and. we had further 
mumination and further edification, we disclosed 'th^t th'at was 
tfeat relationship. Therefore, *if anything is true, Mr. Chairman, it 
was his counsels opinion as- to the import of your letter, £nd as' 
soon as we understood .what you were seeking we think we forth^\ 
witlf came with full and complete«information. 
However, let me hastily add, Mr. Chairman, I trust your com- 

, ments are not implying directly tff indirectly any improper conduct * 
on the part of Green-Herman by virtue of this contract. I assume ' . 

* your question relates to whether or not our letter was resp&nstfe to " ' 
yoijr inquiry: , - » <* < » - 

The Chairman. My coynsel tells- me that the first time tff§t you 
responded to tell him about Mobile was last Thubday Is that 
correct? . - . \ \ 

w Washington. .That is the first time We hafl a meeting* witli-- 1 * 

^^Jir.staff. That is correct, Mr 4 , Chairman, but again,' I 9 * * 

TtoNCHAiRMAN. That was by ymy of acknowledgment at that . '* V 
time. • . - • 

. . Mr. Washington. Well, Mr. Chairman, I am perplexed: t arn not 
sure that I understand the nature of your question. Is your ques- - . 
tion as to the propriety "of the contract or is your question as to 
whether or not we responded to your letter in great detail? 4 
a Thfe' Chairman. Let me make it clear. I think the letter speaks* - ' 
.for itself. ' 

Mr. Green, let me ask you this: The letter, says— and it is dated 
June 23, 1981: «, >^ 

a The Committee on Labor and Human -Resources is currently conducting an over- 
sight inquiry into Labor Department Contracts and Grants let under the'cCompre- " 
nenSive Employment and Training Act since June 30, 1980. To assist uTin &iis ' 
inquiry, I would appreciate your providing the committee* list of an^and all 
contracts, subcontracts, grants, or subgrants that your firm has re^e'ived^since its 
incorporation in January 1981. Where subcontracts or subgrants *are involved 
please specify the prime contractor qf -prime grantee. Also specify the date that 
contracts or subcontracts, grants or subgrants were received, antHist.the dollar 
amount of each. In addition, please provide the committee with an accounting of all 
tunas received from prime ,or subcontractors under any and all other Federal grant 
or contract programs, that is, Social Security, Small Business Administration, 4jte- 
P^u me r?! 0 jWucatiofl, et al. If your firm Has set up any service projects utilizing 
Labor Department funds directly or indirectly, please specify. I hope to receive .yoUr 
response by the close of business .Thursday, July 2. Any inquiry regarding 4his 
request should be direct^ to Mr. Dan Gill of the committee staff at 224-9285 Your 
cooperation is greatly appreciated. g . » 

•Sighed by me. • ' 1" 

On July 2^1981, \ye did get back; I take ft it was $\xr letter— Mr. 
Christian s letter— wherein yo\i stqte: 

\ 'As counsel for Green-Herman and Associates, Inc., Green>tferman t we are^alithor- & 
ized to respond to-^our letter request td Green-Hesman asking that the Committee 
on Labor and Human Resources |be provided with, one, a list! of any and all • 
contracts, subcontracts, grants* or subgrants that the firm has received since its 
incorporation in January 1981 fronj the. U.S. Department of Labor under the Conv 
prenensive Employment and Training Ac*; two, an accounting, of all funds received 



trom prime or subcontractors undW an> atid all other Federal grant or contract 
programb, and, &uee. an enumeration of anv service projects utilizing Labor Depart 
?rnent funds directl> or indireitl> Green Herman ^ most -willing ^be of what^er 
a>si^t>»nce it can to the committee as it conducts an oversight lnquirv into_ the Labor 
Departments letting ol contracts under the Cumprei^fev e Emplo> meJU *and Train 
ing Act In keeputg with this Villingness. Green-iWrnum has conducted a thorough 
r^vie^v of Jll it» contractual undertakings smce Januarv 1$M and can state un- 
equivoottll^Kthat, one, It hal not received anv contracts, subcontracts. ' grants, or 
suhgrants trom the'L'JS Department of Labor \lrtder the Comprehensive Emplov 
nient and Training 'Act,' tfvu), it has not receivecj anv fynds from prime or subcon^. v 
tractors under an> other ^Pederal A grant or contraeJ^rogram, and, h three, it has not 
set up an>~servict project* utilizing Uibor Department funds, directl) or mdirecth 
We trust that the foregoing is^esponsue to Vour request Ureen-Herman will gladlv 
/provide <<nv additional appropriate information tha> the Committee nought require If 
$>u »>r isotir/^taff have anv further questicns' regarding an) aspect of this matter, 
pleise co*u£c?t me - 

t \Now Mr* (^een,"rfr^at time did yc\u have the understanding 
'that we were just talking about local programs or the CETA <qvq- 
graSne? . v 

Mr; Green. That was -exactly my understanding and on ^he 
^ advice of counsel 9 tfyis is the response that we put for\y.ard.\As I 

* indicated, Senator' when we met^with your s ( taff we w^re-x^tfHy 
Rifling .to "drsclose any and all contracts that we bad ajid did do 

* that in our discussion ^vith them. 

TJfie CHAjRM^^N.'Jhat was last Thursday. . * „ 

* Mr. GRj?fcN.'?Tfrat was the first time I met with your straff. 

" iHe* a i rm a afr I see. What you are sayift£ is,, at the time this . 
letter was written you. knew of the mobile contmot thgn\* 
\ MrXGRKkN. Certainly we knew -of the Mobile contract 
'* T^x^hairmah. .~You l nvere* performing pursuant to the Mobile 

Mr'*Gi»EEN. We /lid not aJttempt to bide it, and think that vtk 
know|ft&t tteat contract does not violate any law. 
" The Chairman.* Is Mobile a prime contractor under CETA? I 
take it yok were famjliar with the Mobile contract as well. * , 

Mr* Green. The Mobile contract, Senator, is a closeout tha£*was 
approved' by the present administration in phasing out" the^ pro- 
gram. Oh.e has to do with placement of the rSE participants; the 
offter 'has to do»with audits and inventory and other closeout. It 
with Mel Harris & Associates of Crystal, Minn., that we did 
. the work. 

The Chairman. How long have you known Mr. Harris & Assb- 
ciates? 

Mr. Green. I suppose I met him sorr\e time thjs year, and did not 
know him before. 

' The Chairman. I see. I am correct, though, that they were at 
that time a prime sponsor for CETA located in Mobile, Ala.? 
Mr. Green. The Mobile Consortium; yes. * 
The Chairman. OK. When you were Assistant Secretary of 
Labor, were you aware that this Organization had a large contract, 
, ujiderCEfA? fc 
Mr. Gr^eN. No, I was not, * • 

Jhe Chairman. OK. Does Mr. Harris, or did he at the time have 

_tEacls<with CETA prime contractors? 4 
Mr. Green. I have no knowledge of it, sir. 
The Chairman. You did not know that? 
Mr. Green. No. 
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The Chairman. You did not know whether He had a contract 
with Mobile County Consortium-*--^- 
Mr. Green. No; I did not know. that.' 

The Chairman [continuing]. When you entered into this agree- 
ment with him? , 

[ Mr Green When we entered into the agreement with him there 
was a discussion about the contract and performing thos§ services, 
sure, in April. 

*The Chairman Therefore, you knew about it, then, in April 
Mr. Green. Yes, on April 3, 1981. 

The Chairman. OK. You are saying that the work you did pursu- 
ant to this contract was closeout work to assist the Mel Harris & 
Associates group in the administrative and closeout technical as^ 
sistance for the Mobile County Consortium. Is that right? 

Mr. Green. That is.true. 

The Chairman. Oft. The amount of your contract with Mel 
Harris & Associates, as I understand it, was $75,000. 

Mr. Green. That is correct. The document reflects that.. It is 
broken into two parts. One is that personnel cost, and then-fixed 
cost q{ SI 1,930- " 

The Chairman. I see. For a total of $75,000? 

Mr. Green. Yes, sir, that is true. 

The Chairman. OK. We would put a copy of the contract in the 

record at this point, without objeCtjiSn: ' 

^ [Note.— The material referred appeared earjier in the record 
and may be found on p. 37.] « 

The ChairivWn. As I see it, then, Green-Herman, Inc., filed incor- 
poration recorder! January 20, 1981. On June 24 you .were official- 
ly asked by the committee to identify all Contracts, subcontracts, 
directly and indirectly, with the Labor Department or any other 
Federal grant or subcontract program. On July 2 your attorneys 
write back stating unequivocally thatlyou have not engaged in any 
contractual undertakings described in the June 24, 1981 Fetter 

Mr. Washington. Mr. Chairman? * 

The Chairman. Yes, sir? * > 

Mr. Washington. Respectfully, there are three separate ques- 
tions you are, asking. The question of direct and indirect only 
relates to No. 3? Respectfully,. may I read No. 3? "Any enumeration 
of any service projects utilizing Labor Department funds directly or 
-indirectly. 

A think it important to state and to emphasize that in responding 
to your, inquiry, we in no wise sought to foreclose or not to disclose 
information to this committee; Again, let me reiterate/at the earli- 
est possible time when your ptaff^ndicated to us wBft in* fact the 
committee sought, we disclosed ffie information. « 
m Clearly, I trust you are not suggesting or intimating that this 
contract relationship violates any Federal act or conflict of inter- 
est. 1 ; » 
The Chairman. Well, it does bother us that on April 3 

,Mr. Washington. However, to "bother'and to violate a law— I 
m'ean,4*just want the record to be clear. 

The Chairman. All we are trying to do, Counsel, is of course go 
into this and resolve the problem, hopefully. 
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Mr. Wasjhngton. There ,have been so many intimations, Mr. 
Chairman— we are Very concerned about .reputations here— sort of 
intimations of relationships. So long as the committee takes* the 
view that Mr. Green or Green-Herman has not violated a 
law 

The Chairman We do not take any view- on this, i think that is 
up to other people to take any contrary views. All the committee is 
saying is that on April 3, approximately 3 or 4 months before we 
received the letter from you, Green-Herman enterea into a con- 
tract recognizing that they knew about the Mobile County ponsor- 
tium. 

Mr. Washington. Our letter was dated July 2, Mr. Chairman. 

The Chairman. That is what I am saying. 

Mr Washington. We responded ' 

The. Chairman. I am taming about the April 3 contract between 
Green-Hern^an and, of course, Mel Harris & Associates, Inc., which 
is noyv made part of the record, fully known a number of months 
before your letter came tp us which was unequivocal in its asser- 
tion. - . * N * 

Now, Mr. Green, let me return to the period of^time after the 
election and through January 19, 1981. Testimony today in consid- 
erable—and I have to admit, I do not know that anybody should be 
able to criticize because of newspaper articles — but considerable 
newspaper articles revealed that you and Mr. Godwin authorized 
many contracts involving millions of dollars, in fact, in CETA title 
III discretionary funds. 

Not only was the $137 million .available overcommitted but the 
planned $165 million in title IV in the youth project funds had also 
been overcommitted, according to witnesses here, for a total of $42 
million in both funds. 1$ that true? 

Mr. Green. No, mat is not true. We did not overcommit the 
funds. ^ 

The Chairman. You are saying there was no overcommitment of 
funds? , j 

Mr. Green. I certainly am, sir. * 

i think, Senator, the important item, and the GAO report points 
it out, that the funding plan is a document, an administrative 
document that is subject to change and ft has changed. I think the 
present Assistant Secretary for ETA will even indicate that. The 
'plan, against the authority and the final authorization, if you go 
back to my testimony,, indicates that of some* $9 million, in con- 
tracts that were approved on the 19th, it only authorized those 
contractors to spend less than half of that money. - • 

We certainly were aware of that and attempted to make certain 
that any and all of these awards would follow good procedures and 
good policy.' 

The Chairman. Then you basically disagree w.ith the GAO, then, 
and I guess Mr. Angrisani himself* that you would have been over 
$42 million. ■ 

Mr. Green. I certainly ,do, not being available to review those 
funds and to' look at their^records. 

The Chairman. Welk perhaps they should make those available 
to you. * 

, Mr. Green. I would certainly hope so, sir. 
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The Chairman. If you need that done, we will certainly see that 
^hat is made available to you. • ■ 

Now it - was also in these article—at least as I recall—it us 
alleged that you made statements that these last-minute contracts 
were awarded for philosophical reasons. Is that correct? 

Mr. Green. I am sure you are aware, Senator, v that the press 

d( ^ n °t give you full qupte. In fact, the item that I said was 

know AIRMAN * Somet i me s they grte-us too full quotes, you" 

Mr. Green. Well, as I remember that line, it was only about one 
line. It did not finish the entire sentence. I indicated that these 
contracts were ones that had been in negotiation for some time. I 
think the- record will show that many of them go back to the 
summer of 1980 and had been in active negotiations with the 
Department; and, second, that many of these contracts did go in a 
direction that the previous administration had .focused its employ- 
ment policy^a targeted manner, on economically disadvantaged 
f^ r that reason these were ones that I certainly wanted to see that 
Multilled mjf obligation and my duty. 
The Chairman. I see. On thfee contracts, did you know many of 

these people personaHy, to whom you 4 - ' ' 

Mr. Green. Some of them L knew;' some of therri I did not.. 
The Chairman. Is it true that on January 19, 1981, as has been 
testified to earlier, that you appeared early \in the day with Ms 
Herman at the ETA offices in the Patrick Henry Building in 
Washington, D.C., in order to sign as many contracts as possible 
before your tenure came to an end? - 

Mr. GREEi^That is not true in that characterization. As you are 
aware, the department bf Labor is orgarfized into two physical 
structures at least ETA and the Department of Labor. The Patrick 
Henry Building in which the Assistant Secretary for Employment 
and 1 raining Administration has responsibility, is approximately 5 
blocks from the main Labor building. Many times in my tenure in 
ETA I did go over to the Patrick Henry Buildipg. 

The Chairman. However, is it true you showed up on that day to 
sign contracts? 

'Mr. Green. No, that -is not true. I did not show up that day to 
, sign contracts. - . J 

day? ^ ChAIRMAN ' 1)1(1 you in fact si ^ a number of contracts that 

, Mr. Green. No, I did not sign contracts, Senator. K ' 
The Chairman. Therefore, you are saying that some of these 
m witnesses who saw you W said that you did are not telling the 
truth. > . . i ^ ° ^ 

* 2£ r ' ^ REEN - 1 wowld definitely say that, yes. ." y '\ 
The Chairman. OK. * Did you take into consideration- 'that in : 

.many instances the staff-and some of them have been here * 

• today— did riot believe that many of these, contracts should have 
been authorized? Were you aware of that? * \ ' 

Mr Green. I would sayjhatf any Federal official, political ap- 
?° ln £V ™? uld J>">bably have differences'of opinion f with the regu- 
lar** etierfcl staff, and I am sure that there are many things that 
some of them would have had differences of opinuir. I do not think 
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that that in any way Secludes the elected administration in pro- 
ceeding ahead with their program and philosophy. • "* * . 

The Chairman. Do you .know how many contracts you in fact did 
sign over that last 4-month period, and maybe break it down over 
t ihe last 4 months and then the last month? Do you have*any idea? 

Mr. Green. The number of contracts, no, I do not?. 

The Chairman. Was it a significant number? 
°Mr. Green. No, I would say, it was not a particularly significant 
number. We had in ETA, Senator, some 8Q0-odd contracts and 
grants between title III etad title IV, and I cannot remember the 
numbers but it is a large number of contractors and grantees that 
we have or did have in title III and title IV: 

The Chairman. Therefore, you are saying on these last 3 or 4 
months, during that period of time you actually did not sign a lot 
of contracts. 

Mr. -Green. No more than I did over my period of 4 years in the 
, . administration. * ^ , ^ 1 

•The Chairman. Now how many, do you have any idea approxi- 
* mately how many contracts you signed on the last few days', say 
>th& last week? 

Mr. Green. Senator, I did not sign the contracts. 

The CHAiRMAN. ; Or approve. 

Mr. Green. If the issue that you are speaking -to are the adminis- 
trative telegrams that the GAO report outlines, I have the docu- 
ment in fronhof me but I'did not sign the contracts. * 

The-CHAiRMAN. Let's use the -term "approved" either personally 

by you or by your steering committee. - ' 

Mr. .Green. Certainly. All contracts had to be approved by the 
sJ#ering'committee.- 1 • 

The Chajjiman. Could you give us some illustration of how many 
of those were approved in the last,' say, couple of weeks of your 
tenure as Assistant Secretary? 

Mr. 'Green. I do not have the exact number, and I would be * 
, happy to submit it for the record, go back and count them. 

The Chairman. We will be'happy to have you do that. 

# As we. had testified to earlier in <th& da}& a party was * held 
apparently beginning at 10 a.m. on $q&c last day ixx office, with 
food, drinjks, and of course we were tolaihat there were a number 
of contractors who had beea^&lerted to come to the Patrick Henry 
Building. As I understand it, the staff did put on the party, brought 
the food, drinks, 'and arranged for -the music. Do you know how 
many people were waiting in, the outer office' to be consulted on 
, contracts Jhat day? ' *' ^ , 

I Mr. Green. No, I do not. I would just say that there were lot? of 
parties during the la&t d#ys of the administration, I am sure, 
throughout Government. It 'is -not unusual, * 

The Chairman. Were you aware that some of* the contractors 
^ actually stogd in line to line up for their contracts, and to be seen* 
that day, and to get'these matters resolved? m t - ft 

Mr. Green. No, I am not aware that the£ stood in Iin£ or tha£ 
they were standing in line. * * ,ft ; , 

The ChXirman. OK. According to the GAO report, an award was 
giveg to the National Association for trie Southern Poof in the 
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amourft of $150,000 by v telegram orvIanuaryA 1981. Is that right, 
or are you aware of that? . 

Mr. Green. I am not aware of the preciseness of it but if .GAO 
. sa %t lt ' 1 am sure they have accurate documentation to that effect 

The Chairman. Well, the G^O report states that the award was 
made at your insistence despite the staff recommendation that it 
should not be made. Are you familiar with that? 

Mr. Green. No, I, did not speak or do not have* any idea of 
speaking to any staff on that particular contract. 

The Chairman. The GAO report also states that because of the' 
history $f poor performance and limited prospects for improve- 
ment, the award was resqinded on March 31,* 1981, after you left. 
Are you aware of that? 

Mr. Green. No, I was not aware of that. 

The Chairman. Are you aware now, I mean? 

Mr. Green. I am, since you have told me. 

The pHAiRMAN. OK. Did you also read or hear that because the 
telegram sent to the? &Wardee represented a contractual obligation, 
it actually cost the ^payers around $27,000 to close out the deal 9 
Is today the first timfc ycni have heard that? 

Mr. Green. Yes, it^s.'t 
* The Chairman. OK. J guess that is because the awardee has to 
be compensated for .whatever work he did do if they' terminate him * 
'Mr. Green. I am'hot aware jof the process, sir. 

The Chairman. Mr. Green, the GAO report identified 70 tele- 
grams sent during, the first 4 months of fiscal year 1981. Of these 
telegrams, eighteen wete for awards to be administered by the 
Office of National Programs totaling an estimated $15.3 million, 
and d4 were for /awards to be administered by the Office of Youth 
Programs totaling/an estimated $14.6 million. Were you aware of 
that? \ 

Mr. Green. I; again as I indicated, have not seen GAO's figures 
or how they grrjved at it, and only after ehecking them would I 
agree with that* Senator. 

The Chairman. OK. As the Assistant Secretary for the Employ- 
ment and Training Administration, did you authorize those tele-' 
grams, either directly or indirectly? 

Mr. Green*. Mjl indicated, these telegrams were a process that 
we used to inform the grantees of their award. Some of them, I am 
sure that my office; which had the authority, did authorize. They 
were all part of the approval process of the Secretary's committee 
and had b^en-tfeviewed by that committee. , . . - 

The Chapman. Mr. Green, the professional staff has been told 
that during the period after the election you in fact took charge of 
the steering committee in order to expedite new contracts or 
grants, or to renew and/or modify them, and we have had some 
illusions tfythat through staff testimony here today. Was that true 
or is that false? . 

Mr. Green. Senator, I suppose anybody that is in Federal Gov- 
ernment, the utilization of discretionary funds is the great battle. 
If 1 had ever had the ^opportunity to have unilaterally that control, 
I am sure there would have -been a revolt in the building. No, I did 
not at any time, and whoever made the statement was not forth- 
coming with the total truth. ^ 
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The Chairman. Wefl, did that committee keep any records or 
* significant records concerning the actions of the committee? Do you 
know if it identified those who attemk^Jiifi^neetings? Do you 
know if it maintained operating procedures detailing* how the* com- 
mittee was supposed to carry out its responsibilities, kept records 
of how decisions were made, and did it keep records of proceedings 
rather than destroy handwritten minutes? Did you have any re- 
cords kept for that particular committee? 

Mr. Green. Jhe committee, as I indicated in ' the testimony, 
Senator, was set by Secretary Marshall, and that determined-^ 
there is a memo to that effect determining its operation and its 
composition. • 

The Chairman. I'see. However, did you keep any Records during 
the time that the committee met? 

Mr. Green. I was not the secretary of the committee and I am 
not aware lof them, do not have them, do not know' where they are. • 

The Chairman. Did you direqt that anybody keep those records f . 
since you \yere clearly the chairman of the. Steering Committee? 
* Mr. Green. I was not the chairman of the Steering Committee. 

The Chairman. OK. I stand corrected on that. However, you 
were on t the Steering Committee,. 1 

Mr. Green. I indicated that in^he testimony, £ir. 

The Chairman. OK. You say on page 5 of your statement that 
you want to emphasizie that no contracts or grants were made ' 
•without committee review and approval. Do we have a$y records to 
complete our oversight responsibilities* that assure these grants or 
contracts were adequately and justifiably approved? You know, 
' with the void, if we do not have-thtese records mentidned by GAO, 
we have nothing to go on other than what you are telling us here 
today. , 

.Mr. Green. Senator, I w'as not the chairman nor the secretary of 
the committee, merely a member. 

The Chairman. However, you did say that no contracts or grants 
were made without committee review, and approval. 

Mr. Green. That is true. ' 

The Chairman. Were there any documents that indicated that 
approval was granted? 0 " 

Mr. GREifN. Once they were; yes. As I indicated also in *the 
testimony, my memo of October 1979 I think sets out a procedure 
' that we used for review of them. It is to the Executive CoiAcil, it is 
' dated October 1, 1979, and iUs'calfed "New procedures for develop- 
ing and executing the funding plan for special national programs 
and activities under CETA title III." It has basically a "5-step proc- 
ess and it outlines the procedure. 

The Chairman Apparently the Steering Committee, at least on , 
page 11 of the GAO statement, -the role of the Steering Committee 
was to approve or disapprove awards and the GAO indicated that 
*th§y took the responsibility for crossing the T's and dotting the I's. 
Now If the Steering Committee mechanism was supposed to substi- 
tute far normal Government award procecftfres, then should not its ■ 
own internal records and the Department of Labors reflect that, 
• and have some documents to justify the awarding of all of these 
. " grants and contracts? 
x • Mr. Green. Senator, I answered earlier^that 
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The Chairman. You do not know. 

Mr. Green. I was xxot the' secretary nor the chairman of it, and 
that is the answer. ^ • % 

Senator^KENNEDY. Would the Chair just "yield for a question? 

The CkAiRMAN. I .would be happy to yield. ' 

Senator Kennedy. I woulfl like to find out whether the commit- 
tee staff interrogated the members of the Steering Committee. It 
seems we are asking* one of the members of the committee for all of 
• , his information. I wpuld just like to find out whether the staff 
interrogated the members of the Steering Committee, and if they 
did, did we get information? It might help us all to understand the 
responses of the witness. 

The Chairman. The staff informs me that the only -one who did 1 

not respond to the GAO report, which the staff relies on 

U Senator Kennedy. *That was not my question.* 

The Chairman. Well, the answer is no because the staff relief on 
the GAO repprt, which interviewed everybody on the committee 
except 

• Senator Kennedy. However, the staff itself did not interview— 
The Chairman. That is correct. 

Senator Kennedy— In this investigation, the members of the 
Steering Committee. • . 

The Chairman. As I stated in my opening statement, we relied 
on the GAO report. If it is wrong, we want to have it -pointed out ' 
where it is ,wrong and we will be very pleased to have it pointed 
out. » 

I do find a little bit of difficulty in having a committee that 
meets regarding millions and millions of dollars that does not keep 
any records on why they make these grants and contracts. 

Senator Kennedy. Well, I do too but I would think that -we 
would either get the members of the Steering -Committee up here 
and interrogate them or get Ray Marshall up here and interrogate 
^him , 

The Chairman. Well, it may be ' 

Senator Kennedy. I mean, if that is the purpose of this. 
^ 'The Chairman. I am just trying to find out what the procedures 

were and what the Steering Committee did. We have had some 
allegations that Mr. Green actually, in fact, basically took over the ' 
committee at the last minute and gave these contracts or grants 
out.. Now whejther that is true or not, I 'am not intending to judge 
you, Mr. Green. I just want to get the facts, and you say that you 
do not know of any records. 

Mr. Green. I would be happy to help us -reach the facts, and * 
those allegations are untrvie. 

The. Chairman. However, you do not know of any records, in 
other woyds, from the Steering Committee. 

Mr. Gr£6n. Senator, as I indicated I was not the secretary nor 
the chairman of it. I am §ure there were records because there was 
a great deal of activity during the course of the 4 years with the * 
committee. . ' 

^ The Chairman. Senator Kennedy? I may have a few other ques- 
tions after you. 

Senator Kennedy. I welcome the fact that the issue of the mis- 
understanding between the commrttee's request and the witness 
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has been cleared up. I think it is important to understand that it 
was* cleared up before the time of this hearing. As one of the ^ 
principal authors of the Freedom of Information Act, it is certainly * 
clear that any information Vvith regard to contracts could have X: * v 
been obtained either by members of this committee, by interested 
Members of the Congress, or by individual members. These matters 
are public documents and I think that that is important, that we 
understand that right from the beginning. 

> I suppose there are really two areas that I would like to get into 
here with you, Mr. Green: that is on the nature of the authority, 
whether you really had that authority for the disposition of these 
contracts, and the kind of review that you made of -them; and 
second, what has been I think at least implied here, and I'think it 
is important for the record, Whether you knowingly granted any 
contracts at any time with the idea that some time down the way 
that you would get some kind of remuneration of it.* That is at least 
what I gathered in terms of some of the questions. I would like to 
just address really tfiose two areas and then I will conclude. 

You qje satisfied that you had authority* for all .the action th&t 
you took during* those months? 
Mr,. Green. Yes, sir; I am. 1 

Senator Kennedy. Do you think that all the telegrams that went 
Out during those final few days were justified? You talked about 

that in your formal statement but 

M£ Green. I indicate that, Senator, and also that there were^ 
negotiation's and documentation that had begun, many of these, in ° 
the summer of 1980; that they had been in 'long discussion with 
. staff pursuing it, so that I 'am satisfied with that. Yes, sir. 

Senator Kennedy. What about the award to* the Southern Voca- 
tional Gollegfc? Was that a prudent one in view of the Inspector 
General's assessment, did you think? 

Mr. Green., I think that there is subsequent documentation from 
the Associate Inspector General for the Department that reviewed 
that, and in light of that, I , think it was. I think that the record t 
will show that program, wnich was one of our rural initiatives * 
assisting farmworkers and farmworker children, dependents; in 
gaining education, that it was;a prudent program. If it was npt, we 
woirlanot have recommended it being continued.* - j m 

Sermtor Kennedy. Now the GAO report-indicates that you insistr 
ed that the award to the National Association for Southern Poor be 
. ' made. In your own mind, was that a good and worthwhile award? 
i I < Mr. .Green. Senator, I am not even aware^of the program, the 

National Association of Southern Poor. I think it was again an- . " 
other rural initiative under our youth plan, botfr with a mandate 
from the legislation to work on, but I did not have personal in- . 
volvement in that., That is a misrepresentation of my involvement 
with it. * * 

■ Senator Kennedy. What about the area of the potential conflict . 
of* interest? That has been suggested by different questionings 
during the course of this hearing. What do* you or # your -attorney 
say about any of the implications that you might have been grant- t . 
.ing awards with the idea that some time down the road that you 
may be getting som% benefit from it? I think it is important that 
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we just give you an opportunity to speak to that issue so it is a part 
< 'of this record. • . * ■ 

' Mr. Green. Well, for the record that was never an issue None of 
the contracts that I was involved with, did I see them as a future 
place of doing business or that it was a quid pro quo in that 
arrangement. - . 

Senatoi^KENNEDY. Let me just ask finally,' you have' been here 
during the course of the hearing earlier today: Can you tell us 
what you thihk about the. awards singled out here today as a fair 
reflection of the CETA awards program over the period of your 
responsibility? • 

Mr. Green. There .is a strange approach to sampling that GA& 
has done on these awards. If one goes through them, they even 
seem to have a particular bias in terms of color and who they are ' 
serving. 

A second point: is* that the Department, Assistant Secretary 
Angrisam are presently involved in, 'a continuing resolution pres- 
ently. The whole system has come to a screeching halt. I just found 
out earlier today that they, had issued some 55 telegrams to farm- 
worker contractors and then had to rescind those telegrams and 
_ cancel tjie awards. 

Therefore, r think that where we are going^and when one looks 
at Unempjoyment—we are reaching a point of absolute chaos I 
disagree- with the characterization of exceptional management 

The Chairman Mr. Green* why Would the GAO single you out 
for such unfair treatment? According to you, they treated you 
« unfairly. Why would they do that? What reason would tHey have to 
pick on you? t 

Mr - Green. That ^is a good question. When you • look c at the 
number of people invited to the hearing, and the number of partici- 
pants in decisionmaking, I have raised that many, times in my 
head. I do not have an answer, Senator. 

• The Chairman I see. However* you feel that the QAO has treat- 
ed you improperly here in their investigation and in their conclu- 
sions. I guess I could^dd to that, the Washington 'Post as well 

Mr. Green Their conclusions and my agreement with them, 
certainly, as Hndftated in the statement, there is a disagreement' 
1 heir approach I also disagree with and I am at question to under- 
stand how they arrived at it, Senator. , 

The Chapman I see. Now tfiat you understand what my letter 
to you meant, that your attorney responded to, that we were 
askiqg about any and all contracts, direct or indirect, from any 
Government source, ate there any other* contracts other ±han the 
Mobile, Ala., Consortium contract? . . 

Mr. Green. Are there other contracts? 

The Chairman. -That you took— — 

Mr. Green. Through CETA,? No, there are not. - * 

The Chairman [continuing]. Or through any other Government 

agency? % K 

+ Mr. Grejen. No. x * 

The Of airman. Any other government source, directly or indi- 
roctiy. 0 £ „ 

. Mr. Green. No, that is n6t true. ** 
The Chairman. Well, is it tfrue or not? Are there any others?* 
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Mr. Green. Ahy other Government sources? -No, sir. 

Sfenator Kennedy. If the chairman would yield, in fairness to the 
0 witness, the witness was not singled out in that GAO report. I 
mean, the procedures and certain contracts that were let during, 
that period Of time, there were questions that w^re raised about it 
and there were allegations and various matters that were raised 
during that period of time. 

The reason that these issqes were raised is because the chairman 
asked the GAO to investigate this kind of area. I mean, I have 
asked the GAO to look into a lot of different programs*— the effi- 
ciency and effectiveness of the refugee programs— and then for me 
to come up and say to some witnesses that are involved in the 
refugee program, "Why were you singled out after I requested stich 
a program?" seems to me to be somewhat mystifying. [Laughter.] 

The Chairman. Do you knpw Mr. Anderson, who apparently was 
the contract represenative, for the contractee, the Natdqnal Associ- 
ation of Southern 'Poor? j / 

*Mr. Green* No, sir, I do not. 
. The Chairman. Did 'you know anybody associated with that orga- 
nization? ~* i 

Mr. Green. No, I do not. * 

•The Chairman. Before pr since? 

Mr. Gre£n. No. 

The Chairman. OK, Mr. Green, thank you. We appreciate your 
being here. * 
Mr. Green- Thank you very much, Senator. 
[The prepared statement of Mr. Green follows:] 
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STATEMENT OF ERNEST G. GREEN BEFORE THE COMMITTEE^ON LABOR 

• « • . * * 

AND HUMA N RESOURCES, UNITED STATES SENATE > 
* «- 

October 20, 1981 



Mr. Cha i.rman ' and Members of the Committee: 

^ At your Committee's invitation/ I am happy to be here 

today to present testimony regarding the administrat ion*of the 
CETA Program during my tenure as 'Assistant Secretary for 
Employment and Training within the U. s. Department of Labor. 
I was appointed to that post by President Carter, xn March, 
1977,, and served until January 20, 1981. 

It is my understanding that one of the catalysts for 
, -your Committee's inquiry into this area was a flurry of recent 

^ press reports raising questions about the process by which CETA 
[ dontracts and grants were awarded durirjg the last months of the 
Carter Administration.* Further, it is my, understanding that 
the Committee, pursuant to its* author i ty and in response to the 
« press reports, requested the Goneral Accounting office to 
conduct an investigation, which has been reported in two 
studies (HRD-81-111 and IIRD-8L-U5) • These 'reports closely 
scrutinize a number of awards made during that period using 
CETA Titles in and iv discretionary funds. Whjlle reviewing 
same of the same question's raised in the press reports^ „Jthe G$0 
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reports Seem to refine the issues that appear to be t of interest 
to this Committee. 

-' / N 
Because of my role in the Department .of Labor '.s 

i 

employment and training policies, I am delighted to have the 

* ' f 

opportunity tc^ directly address any criticisms of the manner in 

which these programs' were administerecl^during my tenure in s 

public Office, Hearings such as these are a sound mechanism 

for^ainng any questions which the public may have a"bout the 

administr atioh of large federal programs and lading such 

questions to rest. I am especially pleased to participate in 

these hearings because of my belief that the actions of the 

past Administration, particularly with regard, t& CETA, will 

stand up. to close public scrutiny and because of my desire to 

remove any cloud that recent reports may have placed on the 

merits of CETA itaelf. ! 

Before responding to specific q-uestions that the 
* * * 

Committee may have, t would like to address in a general 
•fashion issiles raised in the GAO report and by the press 
concerning my^administr*a t ion of Titles III and IV 
discretionary funds during the last four months of the, Carter 
Ad ministration. * • . j 

It has been suggested by some and 'implied in the media 
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that I and other Department officials responsible for making 
the determination on CETA awards proceeded — after November- 
4 — to dispense federal monies to our political friends with 
wild abandon, knowing that soon we would not be'able to help 
them. One report goes so far as to quote a person as saying 
that while ,the activities were not illegal; tfiey were 
^unethical". in our view the GAO reports discredit^ the notion 
that one or a few individuals possessed unfettered power to* 

3 ■ 

di§pense grants in this fashion or that they actually did so. 

f * 

In reality, the awards made during the transition period 

were not only in complete accord with the law, but they were 

the product *>f careful review and scrutiny under a t 

Comprehensive system of checks and balances established within 

the Department. These rigorous new procedures were first 

voluntarily instituted by the'Carter Administration and 

Secretary Marshall ab an •added safeguard to insure sound 

administration and manayement of CETA . In other words, %he * 

awards in question were subject to the same pcocess of thorough 
# 

♦review that others made before November 4 were subjected to. 
Although t>he monies were discretionary, the awards wete 

r * 

certainly not made arbitrarily. ' / 

I think that it is important t^ restate for. the 
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Commit.tee t{fe approval process which preceded the granting o*t 

nort-compe 1 1 1 lve awards*^ ' 
i 

First, the Procurement Review Board had primary 
i J 
responsibility for approving a « proposed non-competitive 

contract involving $10,000 Or more. This Board was chaired by 
» the Assistant Secretary for^^imnistration and Management and' 

included others in the Department, but members of Employment 
^ Training Administration were* excluded from serving on that 

x ^oard. ■ . 4 * % - 

x * ' Certain Office of National Programs awards un^r Title 
III were exempted from the Review Board's consideration. 

- Proposals in this category consisted of thqse made by community 
based organizations with "demonstrated effectiveness" in the 
delivery of employment and training services. A number of 
Office of Youth Programs discretionary funding awards under 
Title IV were also jin thin excepted category. These so-called 
demonstration program aw.irds requ i r ed , however, the specifiac / 
approval of the Secretary's Steering Committee established by n 

t memor£ndum issued by Secretary Mar-sfiall. The Secretary's 
Committee consisted of five individuals: The Executive 

Assistant and Counsellor to the Secretary, PauJ Jensen, the 

*\f 

Deputy Undersecretary for Legislation and ^Intergovernmental 
4 
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Relations, Nick Edes,' myself , my deputy , Char les Krnapp, who was 
also serving as Special' Assistant to t,he Secretary, a*d Lamond 
Godwin, Administrator of the Office of National Programs. Thus, 
discretionary Titles III and IV funds which did not have to be 
approved^ by the Review Board;, . nevertheless had to be approved 
by the Secretary's Steering Committee. 

> In short, all awards treated N in the GAO report were A, 

specifically. authorized by committee reviev and neither if Apr 
anybody on my staff had the authority to unilaterally approve a 
'discretionary fund award or modification of an award. I want to 
emphasize that no con^ract^s* or grants we're made without * - 
committee review and appcoval. 

% 

It is important to recognize that award proposals 
submitted for review und«u the process I have" just described 
had to also fit witt^in^the careful ry developed fund ing -plans 
for Titles ill and TV discretionary funds. During my # tenure," I 
set forth written procedures for developing *and executing such 
plans. For the record, I would like to submit, a copy of a 
memorandum dated October 2, 1979 from me to the ETA Executive ' 
Conc^l as an illustration of the budget rev-iew procedures , 
implemented'. As the* result "of trY^se procedures, funding 
requests from various offices would be carefulfy .considered and 
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reviewed by ? th£ Executive Council I created, whose members 
included, among* others, Charles Knapp, Robert Jones, the 
Di'rector of the Office of Assistance, and Lamond Godwin. It - 
was only after this body's consideration that a plan was sent. 



forward to the Secretary fojc his consideration and approval. 
Thus, the funding perameters were very carefully and clearly 
established, in accordance with Congressional authorizations, 

prior to reviewing specific award" appj. ications . 

> ' ■* 

The GAO reports identify a total of 4 awards made under 

Title III that were "not in" the ONP Funding Jglaji 'and 18*made 

under Title IV that were H not in" the OVP Funding Plan. As the 

reports indicate, there is no legal issue with respect to 
« 

funding unplanned awards*. On the contrary, the 1978 CETA 
Reauthorization £ct contemplates that the Assistant Secretary 
for Employment Training will have to make readjustments in the 
funding and authori7.es him to <io so. However, even in those 
instances wjiere I determined that a readjustment would be , 
necessary, the deciaijpn was reached only On the basis of re ( vieV 
and approval by the "Secretary 1 s Steering Committee. I wish to* 
note that the GAO report* (HRD-81-145 exhibits C and D) 
overstates tKe number of awards made* which were not part, of the 
funding plans. Two' of the awards (Community Services and 
Pacifica Services) under Title III and*3 of tine awards under 
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* Title IV (Delta Sigma Theta Sorority, University .of the 4 
District of Columbia and Dr. Benson Penick) were line items in 
a legislative budget whose funding, by definition was 
contemplated. 

t A primary focus of the GAO report concerns the number of 

telegrams that were sent to contractors and x grantees in the 

last months of the Carter Administration authorizing the use of 

funds. Telegxams sent out on January 19, 1981 — the last full 

day of the Carter Administration — appear to have* elicited a 

special degree of skeptism (a total of 25)'. 

** • * 

There^is, of course, no question" raised about, the J 

propriety o*f Labor Department Officials doing busi'ness, in this 

'fashion. - The authorization to, incur costs pending f«ina-Azation 

of a contract is,*a long standing Labor Department practice 

^intended to avdid* unnocoTsary delays in £he startup^r 

continuation of grantr, and contracts that have already been 

approved as to the awarder and the amount by the process I 

previously described. In no case could the sending of a 

telegram represent the unilateral decision of the individual 

signing the telegram to authorize the addressee to 8 incur costs. 

The transmission of a telegram was essentially a ministerial 

function providing immediate notification to a contractor or 
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grantee to begin performance on. the award pursuant to the La&or 

* t * 

Department's prior approval at higher levels. Irf most 

» — >" 

instances, an awardee's appl ica tiori- had been under * * • 
consideration at the Department for some time. However, the 
- negotiation process had been completed; only formal execution 
of the contract /emamed to be done. This 'was a stage which, 
'generally speakang, I did not get involved in* 

The Committee asked tl\e GAO to make a. comparison between 

,~the number of 'telegrams sent in January, 1981, with the total 
« 

numbers sent during a "normal" period of operation. Although * 
GAO's data does not allow a valid comparison, the , report 
indicates that there were more telegrams sent during the first 
nineteen days of 1981* than in all of FY 1979. However, even if 
there was a higher degree of telegram activity the final 
^days of the Carter Administration, the reason for its existence 
.is clear. It was due to the tremendous time pressures we were 
operating under during, the final period of.ttje outgoing 
Administration. During the period immediately following 
October 1, the beginning otf the new fiscal year, the Department 
was operating under a continuing resolution and without any 
clear picutre of the total amounts that would be authorized for 
programs'. In keeping with this statue of affairs, there was no 

si . . V 

Commitment of Titles III and Title IV monies until the exact 
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aut;*or izations became known. It was also difficult to convene 
the review boards because of the unavailability of its members 
during this period and awards could not be approved without 
their review. The end result was that there was a significant 
backlog of pending arppl ications which were subsequently 
considered in the normal course of business t and disposed of in 
accordance with established procedures . The number ot 
telegrams were*symptomat ic of bre^Tn^The bottleneck after 
review procedures had been complied with. ' This'activity was, of 
.course, in keeping with President Carter's directive to the 
Departments and agencies to continue rendering services to tfce 
American people during the transition period, up until the last 
day of his Administration. 

I" would like to submit, for the record, a table 
analyzing the. nature Of the contracts with respect to which 
telegran/s were sent out on th«? 19th. The summary of this 
analysis shows that althouqh tho contracts involve a total of 
$9,287 million dollars, only $4,441 million dollars (47.5% of^ 
the contract: awards) were authorized to be spent .by the 
glegram addressees. ' ( * -# 

Many of the press reports have suggested that the 

« v i . 

activity of the Department resulted in^over-commitment of 
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funds and corresponding Anti-deficiency Act violations. As we 
understand the GAO reports*, nonsuch over-cbmmi tments in either 
Title in or Title IV discretionary "funds have been found to 
exist. The GAO report ( HRD - 8 1 - 1 0 4 5 ) indicates that of 
available funding of $156. 1 .mill ion under FY 1981 Title III 
monies, only $51.2 million had been obligated as of January 30, 
1981. Of a total funding plan of $201.3 million under Title 
IV, only $52.2 million had been obligated. t I must expressly 
own personal disappointment at finding out that less than 
one-thTrd of* the £otal funds available for FY, 1981 were 
actually obligated and that even those--amounts have been 
reduced by the current Administration in seeking close-put' or 
terminations on the theory that funds had been over-committed: 

^ As a former administrator /Of CETA programs, I fully 

appreciate, the value of the outside inspection by the GAO. 
Although I disagree with some of its conclusions # *T believe 
that the reports also contain valuable insights that provide a 
basis for improved management of Titles III and IV 
discretionary funds. 

Before turning to the questioning, I want to express my 
own personal convection of the need for federal employment 
training programs. It is with personal frustration and deep. 
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regret that I and others concerned about public 30b programs 

witness the retrenchment being made. Ironically^ these cuts ' 

are being made at a time wften a broad range of improvements in 

• CETA, supported^ by former Secretary Marshall and myself, are 

being effect ively implemented. These improvements include 

» tighter eligibility standards for public service jobs,, tax 

credits and training subsidies for private employers of the 

M hard-core" unemployed, a*nd more stringent monitoring and 

auditing programs. These improvements allowed CETA to focus 

* 

more intensely on its original goal which was, in 1973, to 
provide jOjj^ for the "hard-core" unemployed. 

The Carter Administration was dedicated to the same 
commitment the previous two Republican Administrations had made 
to assist economically disadvantaged citizens in finding jobs" 
that would lead to permanent employment and eventual 
self-sufficiency. A conr.cio*jr> effort was made by the Ca'rter 
Administration to' encour.ioc* tho administration of CETA .programs 
by individuals with backgrounds similar to the backgrounds of 
people CETA reached out to and assited. ^ * v 

Since i 9 7 3^ ' CETA has provided 30b training and * 

employment opportunities to hundreds of thousands of 
» * 

disadvantaged citizens all over the country. For most of these 

C % > • 
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people, CETA provided the only opportunit'y to pull" out of what 
would otherwise be a severe ^rional and economic crisis.* it 
encourages people to help themselves by providing jobs, *the 
opportunity to learn new skills, and needed incentives. CETA 
has been enormously successful m'helping individuals dependent 
on general public assistance to work toward complete 
self-sufficiency. I know this last point is an objective which 
members ot this Comnuttee strongly support. Public jobs 
programs are critical to meeting this objective. L 

I would like to respectfully point out that the^ 
elimination of ^ufclic 30b training programs would by no means 
save the government the total cost of the program, with each 
such cut, general public assistance expenses and unemployment 
benefits increase while social security and income taxes 

m 

decrease. It is my understanding that if public job and 
training programs were completely el iminated. as much, as 25% of 
the savings to the yovormont would, bo offset by the increase in 
public assistance expense, and a decrease in tax "revenue. In 
% my judgment there is no doubt about these propositions, 

Employment and training legislation has served the 
useful purpose of identifying and providing a response to the 
problem of 'unemployment generally and the hard-core unemployed 
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in particular. .It is ironic JSKat at a time when economic 
conditions^are deteriorating, especially those affecting the 
economically disadvantaged the trend towards the elimination 
\of % salutary public programs of this type is even more strident 
The Administration . on Sunday acknowledged that the country is 
in a "slight recession." However, that sector of our economy 
which these programs target is in fact in a depression. I 
respectfully note that ^unemployment among Blacks is currently 
at the worst level (16.3%) in over 20 years. 



I am proud of the role I have played in the field of - 
employment and training in addressing the needs of those who 
are most in need - the unemployed, the underemployed? and the 
economically disadvantaged. I stand on my record'of 
demonstrated commitment and capability. 
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The Chairman. Let's call Mr. Godwin at this* time. V 
Do you swear to tell the tnlth, the whole truth, and nothing but 
the truth,- so help you God? > 
Mr. Godwin. I do. 

The £h airman. Thank you, sir. # 
c At this time • we are happy to welcome Ron Brown back before 
the committee. 

Mr. Brown. Thank you very much. * " ' * 0 

The Chairman. We hav$ a lot of respect for you. You are repre- 
senting Mr. Godwin here today. 
If you will introduce both counsel, we will appreciate it. * 

STATEMENT. OF LAMOND GODWIN, FORMER DIRECTOR, 
OFFICE OF NATIONAL PROGRAMS, EMPLOYMENT AND 
TRAINING ADMINISTRATION, U.S. DEPARTMENT OF LABOR, 
ACCOMPANIED BY RON BROWN AND FLORENCE PRIOLEAU, 
PATTON BOGGS & BLOW 

' Mr. GopwiN. Thanjk you very much, Mr. Chairman, members of 
the committee. Accompanying me today are counsel in the person 
of Mr. Ron Brown and Ms. Florence Priol^pu from Patton Boggs*& 
Blow. 0 

Mr. Chairman, I am, as you know, former Administrator of the 
Office of National Programs. I also served as a Special Assistant to 
the Secretary, and was one of two people in* the Department who 
held that joint appointment. 

Before I proceed, I would like to request _ that my entire written 
statement, ^araj* remarks, and documents that I will ryesent be 
included in' the record. * O 

The Chairman. Without objection, that will be done, 

Mr. Godwin. Thank you. 

Now let me begin with a point that I will come hack to several 
times ih my testimony, and that is what I consider the inexcusable 
lack of veracity qf the two reofent reports GAO produced from its 
investigations of employment and training awards, grants, and 
contracts. Much of the committee's information has been obtained 
from these documents and I am convinced .that these really are not 
credible reports. 

In many instances* the findings are based upon incomplete and 
erroneous information* In some cases information I know to be 
available through the Department that would have explained cer- 
tain funding decisions w^s not reviewed. Otherwise, different con- 
clusions would have been drawi^ from the investigations. ~ 6 
, The committee should not ignore the fact that GAO conducted 
not 3 but 10 separate investigations of th*e Office of National Pro- 
grams during the SVa^year period that I served as "Administrator 
for this office. Indeed, ONP was investigated more frequently than 
any other office within the Department of Labor' and perhaps 
within the entire executive branch of the Government. 

We even requisitioned extra offi*^ space for the GAO staff, who 
spent as much time in our building as they did in the GAO build- 
ing. Our work with them involved an enormous amount of our staff 
time and' energy but in every single instance we cooperated with 
them, and we developed some close personal relationships with 
some Qf them. We served them coffee. [Laughter.] 
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Some of these GAO investigations that we.j 
initiated for political reasons, F6r example, t<T 
Kow this office functions, J was visited by ref* 
'entire congressional delegation of a particula 
' like to know the name, I will tell you — that wS 
funding decision awarding a grant to .a commi 
tion. They wanted the grant to go to thCState. 
' , the political pressure v and •was investigate, 
found no wrongdoing. * 

I want to str&ss to this committee that none of th^^^estiga- 
tions ever found any violation of Federal rules, regulations, or 

• requirements. No internal 4 departmental investigation— and there 
were some of those— ever found any violations of Federal rules, 
regulations, o'r ^equirements.J am very proud of this record, . ' " " 

That does not mean that the administration of 'thQ office was * 
perfect. There certainly was room for improvement and there still 
is., In sonle instances the GAO ^commendations and findings wefe. 
9 useful to us in making improvements in the, programs that we 
administered. In many instances, however, the recommendations 
were not useful because .they were based on errors of facx or 
interpretation. ' 6 ► s 

Usually the GAO gave me and othe'r officials in the Department 
. ~a chance to comment on their findings, to dispute their findings, 
and to challenge' their recommendations, which we did very often. 
The two reports that are the subject of this hearing are exceptions 
t'o this^ general, pattern of cooperation, constructive debate, and 
honest'disagreement. 

. I want? to point ^>ut that the GAO report, which Was dated- 
August 28— was* done over a period of several months, perhaps as 

* long,as a year. While, that work was being done the GAO investiga- 
5^ tors wer* no more tfian 25 feet from my office, and yet they did not 

afford me the opportunity to dispute their findings, conclusions, oj- 
recommendations, despite the fact that I was readily available to " 
cooperate with them, had-rpany informal conversations with them 
about all kinds of subjects in the halls and at th'g coffee machipe, 
• and could have answered many of their questions. ' . 

Unlike the previous GAO investigations, these last two y^ere 
conducted in a witch-hunt atmosphere. I have received reports 
from former staff of mine'that they were asked to sign interviews. 
After their interviews were summarized by the GAO staff, they 
were asked to sign interview sheets. In one instJfice a staff person 
^refused *to sign one of these interview sheets because^two pages 
. "included jn what was written by the GAO investigator, this pefson 
considered to be distorted and twisted, and so she demanded »that 
t those two pages be eliminated before she would sign the sheet. \^ 
Now in all of my interviews with the GAO in these 10 investiga-. ' 
tions, I was never askpd' to sign a document. I never had reason to 
question the professimalism of these investigators. Sometimes they, 
did very good work. / w • 

" Furthermore, I want this committee to know that I did not 
receive cooperation from the Department of Labor in gaining 
access to written documents that would have helped me prepare 
testimony for this committee. I filed a freedom of information 
request. It was not honored, and I was somewhat at disadvantage 
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in going" back' to information. relating to 1979^ Nevertheless, in spite 
of all of thes§ problems I welcome this opportunity to appear here 
today and to % address the GAO reports and issues which your staff 
have indicated to me are important concerns of yours. ° 
Let me focus on these specific allegations- in the GAO reports* 
The yCHATRMAN. Mr. Godwin, if I could interrupt you for one 
secp'nd, you indicated the department of Labor did not offer to help 
you a kaH?^ « 1 
Mr. Godwin s That is correct. 

The Chairman. When did you request them to help you? 

Mr. Godwin. Ik this past week. I had contracted staff members by 
phone and I filed a formal freedom of informatipn request, 
^he Chairman. This gast week? 
c Mr. Godwin. That is fight. 

The Chairman**<How many days ago was that? 

Mr^BROWN. It 'was filed about a week ago, Senator Hatch. We 
did have some informal assurances that % in fact information and 
documents would be forthcoming. Once the formal request was 
filed, we were then informed that it was too complicated, complex, 
too difficult to find, and . therefore we did not .have access. However, 
as Mr. Godwin has indicated 

The Chairman. Therefore, you have gone through the freedom of 
information approach. 

Mr. Brown. Yes, we have it in*. Mr. Qodwin has indicated, 
though, that he is more than willing to proceed with the informa- 
tion we do have and is going to be speciflc&lly responsive. 

The Chairman. I just waited to see because* if they are not 
cooperating with you, we Would certainly see that they do. 
Now < 

Mr. Godwin. From my telephone conversations,. Senator, I hail 
every reason to believe that the information would be made availa- 
ble and that all I needed to do was bring a letter requesting the 
information under the Freedom of Information Act to protect thp 
staff * that they would not be disciplined for sharing information 
with- me. 

The Chairman. The only reason I bring this out, it does tdke 10 
days after your notice to even have a chance to get freedom of 
information matter, and that time has not even expired.y had 
heard— and maybe I am wrong but you correct me, *Mr. Brown, if I 
misstate this — I had heard that vour request was basically to give 
you every bit of inforirfhtion that they had made available .to us. 

Mr. Brown. The request was one that was made at their request 
after we had had a discussion about what we were seeking, so it 
certainly was not meant to give everything they had- but those 
things that would be available to us / 

The, Chairman. There are two reasons why I raise this: No. 1, I 
think you are entitled to look at files; arid, No. 2, if you had not 
made the request early enough then I cannot see how you can 
complain. f~*^s£* 

Mr. God^n. That is right. Well, Senator, they told me( theynad 
already assembled it because they had to. do that to send it to you, 
so I TO*s told just to gofr-the letter, bring it by, ind they would be 
glad to give it to me. Then, of course, by the time the letter got 
there all of that changed. 
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Now let me zero in on this^GAO report. The Reports allege 
instances of poor management in the administration of the pro- 
grams, as has been repeated here several times. They claim to have 
found sijch things as inadequate documentation in the grants,' not 
enough site visits, poor contract negotiating techniques, and I must 
agree with the GAO that some of these mistakes, if they in fact 
were made, do not seem justifiable. ' i 

I am not inclined'to dispute their finding or deny that some ONP 
Staff failed to do all o^what they should have done in terms of good 
preaward contract procedures some of the time. Most of the. staff, 
however, 4s extremely dedicated, committed, and competent 

.The basic causes of these problems that you have heard so much 
about here today, to the extent that they exist, are an inadequate 
number -of people in comparison to the workload and inadequate 
training *of these people. These problems were related . ta Depart- 
mentwide budget constraints for training and, for personnel and 
were not wfthin my Control, i * 

^ou asked the question, why a certain person who visited jsl 
project did not detect fraqd or abuse in an accounting system,* an 
audit-type question. Most of these people have 'no training in ac- 
counting. Mr. Kacvinsky, as he pointed out, is a tool and die 
m&ker. Mr. McConnell, who preceded me in,this job, was a carpen- 
ter. There are other people in the Department who are college 
graduates with liberal arts degrees. 
^1 mepn, we do not have on that fctaff in the career ranks people 
with training- in accounting 0 . We do not have lawyers, people with 
those kinds of skills. They do not have investigative skills, fhey do 
not have financial management skills. Therefore, until the Depart- 
ment deals with the reality of the fact that these people need to be 
trained ttf do the job that they are expected to do, these problems 
aVe going to persist. 4 ^ 

Mr. Angrisani made a lot of big promises in here today and I 
wish him a lot of luck. However, if he is going to manage the same 
people I managed flien I think he is in trouble. 

The Chairman. You are saying maybe we better start our em- 
ployment training right in the Department of Labor? 

Mr. -Godwin. I think that is correct, sir. The Congress has 

The Chairman. I wonder how much th§t will cost us? However, I 
think you are making a point there. It is a valid point. 

Mr. Godwin. They are highly .committed, defclicated'civil servants 
and theyjteserve more assistance thap they are getting in terms of 
professional training. 

The Chairman. Doesn't it bother you— excuse me. I do not mean 
to interrupt your statement. . %• 

Mr. Godwin. That is all right. , 

The Chairman. I certainly do not want to show any discourtesy, 
but doesn't that bother you that you had to deal as a manages with 
people that you felt were either incompetent or not well-trained, or 
did not know* how to handle these problems, that wer/e^handling 
millions of dollars or at least working with millions of osJlars? 

Mr, Godwin. W^ll, I did not say that they were incompetent. 

The Chairman. OK. < 1 - * 

Mr. Godwin. I just said that they need additional .training. For 
example, the regulations changed several times. Each of these pro- 
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grams has separate, self-contained regulations, and as the regula- 
tions change 6 the people really do need to be -trained in those 
. changes. -I think everybody on that staff coujd benefit from an 
understanding of the basic eleinente.of accounting, without being 
fully trained accountants. # r 

JThe Chairman. However, you are not accusing the staff of being 
incompetent or unable to basically do their jobs? % \ 

Mr. Godwin. No, I am not. <\ 

The Chairman. OK. What you are saying * . • * 

Mr Qpdwin. What I am saying is titfit their job became— as I 
will point/)ut later — it became increasingly complex. * 

The Chairman. All right. You are saying th^tthe Department of 
Labor has apparently no method of instructing these people who 
work on these programs to bring them current or up-toAte with 
what* the changes are in legislation or regulations. 

Mr. Godwin. That is correct, and what available heeds great 
4 improvement. That has already been pointed out in other studies 
that have been ddne" . 1 . *' ¥ . 

The Chairman. Did either you and/or . Mr. Green rfiake any 
suggestions to the then Secretary of Labor that you need- to have * 
spme upgrading seminars or teaching processes? 

Mr. -Godwin. Yes, we did. There is rio question that^ve improved 
tHe training components 6f the Employment and Training Admin- 
istration, staff training components^ and in fact just in the final 
year that we were there we had established a new training facility 
out in Maryland. We established an Office of Management Assist- 
ance specifically for that purpose. We allocated more funds for ifrk 
than anybody had ever done before, and th& record will show that. 

Now to give you a flavor of what it was like, in 1979 when the 
GAO did its detailed investigations— or when it did. its investiga- 
tions of the 1979 grants, I should say— we had 50 professionals who 
were responsible for 598 awardees. Some of these awardees had 
more than one grant so the total number of grants that they were 
responsible for was probably in the range of 900 to 1,000, $797 
million. \ 

Each tepresentative was responsible for at least 12 grants, and 
these are not your CETA prime sponsor grants located iflsthehig 
cities. Our grants are concentrated in rural areas and rKnote 
places: 175 .Indian Reservations; Alaskan native villages. We have 
ONP programs on the North Pole. We have ONP programs £t the 
bottom of the Grand Canyon, and I have visited them myself. I can 
tell you that when you are uncterta travel freeze, and when you 
teve only 50 people to look after 900 to 1,000 grants with awardees 
who ai# in rural' places, it is very-difficult to do monitoring. 

The Chairman; Did you make «a site visit to the Norths Pole? 

Mr. Godwin, Yes, I did. 

The Chairman. You did? What did you find theretf 
Mr. Godwin. UQiat we found there was*the first CETA program 
that had ever been established th^re. I personally threw, the lights, 
I turned on the electricity in Ruby, Alaska—that is on the Yukon 
River-jand flew over Mount McKinley in a single-engine plane to 
get there. 
The Chairman. I see. 

217 
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Mr. Godwin. This is the first ti me the CETA program had ever 
reached that far. * 

It is important* to understand also that w6 implemented, iti addi- 
tion to the regular ONP programs, many new initiatives. We had a 
.special economic stimulus program. We had a special youth initia- 
tive. We Hkcf a special program for Vietnam veterans, a special 
program for displaced .homemakers, for handicapped workers, 

* small business workshops, private sector initiatives for Indians. We 
had reponsibility for coordinating the Department of Labor's rural 
development' activities Departmentwide, numerous interagency 
agreements, and I was even responsible for an international agree- 

* 1 ment which I negotiated with the Department of Labor and Social 

Welfare rti Israel. I sent Mr. Kacvinsky to Israel. 

Now in addition to these responsibilities and all these new pro- 
grams thrust upbn us by the Congress and the administration, we 
.had the regular old staff responsibilities' of closing out grants and' 
resolving audits. The travel freezes, staff reductions, all of, t£is 
complicated our work. 

• Pespife* these problems, we implemented new procedures that 
• greatly improved things in «ONP. When I arrived there, I was r 
shocked at the 'primitive state of affairs that existed. All of the 
management information" systems were manual. There was - 'an * 
enormous backlog of ..grants and contracts that had expired^ in 
previous years and'never been closed out. None of the major pro- 
9 grams had Been evaluated. Technical assistance to the grantees 
t 'was nonexistent. 

When I left ONP we had established computerized management 
information systems for most of the suBoffices. We increased tech- 
nical assistance to the awardees, especially in the area of financial 
management' assistance. We established a special tas^ force to 
reduce *the grant and contract closeout backlog, and we increased 
* 4 the number of interagency agreements in order to, get staff from 
9ther agencies to help us. We established a notification system to 
51 publicize the grants as they were awarded. 

Contrary to the allegations of the GATO, another major accom- 
plishment was the completion .of numerous formed evaluations of 
our programs which they were unable to find, and I have them 
> here. I have some of the documents here. All of these are formal 

evaluations of programs. In my written testimony I point them Qut. 
They were done f<?r us by outside contractors, so ,1 will a not list 
them here. * * * 

QAO said we did few if .any formal evaluations of our programs. 

• It is hard for me to understand how they could mis$ all of this 
- information. Now there is more, at the office. This is what I hap- 
pened to have at the house. [Laughter.] 

Mr. Godwin. The GAO investigators apparently were completely 

* * unaware" that* we. prepared an evaluation for the Secretary which * 

provided detailed information, .such as total placements, average 
.'hourly pay incpeases^ for those placed. We even computed what we 
called participant income imprQvement ratios. I have that docu- 
ment hare, which we presented to the Secretary on each and eyery 
one of the programs funded under our two major discretionary 
program categories. I will make that available to you. 
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It is important for this' Committee to understand that simply 
because the GAO could not find certain evidence in the files, it 
does not mearLthat the evidence does not exist. At the time the 
GAO did its investigation, some of the files were being closed out 
and handled by a special task force that was in a different build- 
ing. 4 y • 

I also want to point out in this context that from my review of 
the award documents that were cited in the appendix of the GAO 
report for bacLpreaward procedures, none of those fortunately were 
reviewed or signed by me. Those specific contracts were signed by 
my deputy and my suboffice directors but, in fairness to them, jt is 
important for you to understand that before a contract is "Signed it 
is reviewed by as many as five people. Until we see the signatures 
of four or' five people, we do not sign the documents. 

Now we presumed that the documents were carefully reviewed 
and that £he~ staff people had done the work that they were sup- 
posed to do. Here agai'n^it is important for me to emphasize 
something again that I said earlier, and that is that the methods 
that the GAO used to do this work guaranteed that some of their 
findings would be erropeous. . # , 

For example, there are numerous instances where the GAO in- 
vestigators tried to get information from people who could not give 
it to them. It was impossible for the GAO to understand certain 
things without talking to the people who actually made the deci- 
sions that they were reviewing. < • - 

'A case in point is one cited by the GAO on page 9, where they 
described a grant made originally through 'an interagency agree- 
ment with the- Commerce Department, and they said that we re- 
newed this grant even though it was a failure, and we knew of the 
problems that existed therfe and they had been well documented. 
What the GAO did not learn simply by reviewing the file was that 
my staff 'and I had determined that tlje Commerce Department, 
and not the grantee, was at fault. We felt that, unimpeded by. the 
Commerce 'Department;, the project could be made to work through 
a direot grant from th$ L&bcir Department. 

it just so happened ^tipt all V)f the staff involved in this were no 
longer in the Department. I do not know why they could not find 
the documentation: IJ^feitfainly was there. It appears at times that 
the GAO was morfrtnte rested in allowing low-level employees, GS4 
12's and others, to second-guess their bosses than to really get 
answers-to the questions thdy w§re raising. * * 1 
JX want to point out in this regard, to this committee, that this 
particular grant that we were criticized for funding and refunding 
has-been refunded again by Mr. Angrisani and his staff. On May 5 
this same program received $214,000, while they were under a staff 
travel freeze, without a comprehensive evaluation. It is important 
for you to understand that. Mr. Angrisani says he personally re- 
viewed ^all of the grants that have been signed since we left the 
Department. It is important for you.to know that. . 
^Now let's discuss v this allegation that ONP relied heavily on the 
use of sole-source contracts witnbut demonstrating the need to use* 
such awards to obtain employment and training services. The GAO 
presumption that competition is always the ironclad, preferred 
procedure for making grant and contract awards is erroneous. 

» <■ 
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The Department of Labors employment and training policy on 
procurement of non personal services, which is based on regulations 
and policy directives issued by the Office of Management and 
Budget, was reaffirmed in a November 4, 1980 memo to the entire 
executive, council from Deputy Assistant Secretary Charles B. 
Knapp which" states tftat the following is the order of priority for 
' selecting contractors: First priority is given to 8[a] firms selected 
through negotiations with the SBA. Second priority is given to 
firms in the small business set-aside program. Third priority is 
given to , competitive 'procurement by way of formal advertising. 

In order to get an exception to this order of priority, that is, to 
use competitive procurement instead of 8[a] or small business set- 
asides, you had to make a written request to the Deputy Assistant 
Secretary "Now I never made a request for an exemption from this 
order of priorities because I enthusiastically supported the 8[a] 
program. 

I was following the laws and, policy directives of the U.S. Govern- 
ment when I awarded sole-source contracts to minority firms 
through the 8[a] program, and during my tenure as Administrator 
of the Office of National Programs we increased the volume of 
noncompetitive, sole-source contracts through the 8[a] program 
from five contracts totaling a mere $518,000 in fiscal year 1976 to 
59 contracts-totaling $14,814,000 in fiscal year 1980. 

.This was done on the basis of a mandate from the President to 
expand participation of minority owned business firms. A Presiden- 
tial memorandum which we can make available to the committee 
specifically instructed all Federal agencies to triple the volume of 
8[a] contracts (Appendix AJ, and a special order from Secretary 
Marshall reinforced this order with specific goals and timetables. 
[The information referred to follows:] 
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APPENDIX A . 



Following, from President Carter's March 27, 1978 

message to Congress submitting his proposals for a comprehens 

national urban policy, is the excerpt relating to minority 

* 

businesses: 

Minority Business. Minority businesses are a 
critical part of the private sector economic base of 
many cities, communities and neighborhpods , and provide 
important employment opportunities to city residents, 

I propose today two important initiatives which 
will increase the role of minority businesses in our * 
economy. First, in 'comparison with FY 1977 levels, we 
will triple federal procurement from minority businesses 
by the end of FY 1979 — an increase over our earlier 
commitment to double minority procurement. 

In addition, I intend to ask all federal agencies 
to include goals for minority business participation in 
their contract and grant-in-aid programs. Five agencies 
HUD, Commerce, EPA, Interior and DOT — already have 
proposed improvements in minority business programs. 
These programs all build on our successful experience 
with the Local public Works Program. 

Finally, I intend to facilitate greater interaction 
between the minority business community and the leaders 
of our Nation's largest corporations. 



This policy was reaffirmed in a January 13, 1980 

• a. 

memorandum from the White House to all agency heads. 
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Mr. Godwin. Success in expanding the volume of noncompetitive, J 
sole-source S£a}"Contracts through the Office of National Programs 
was one or the items included in my Senior Executive Service 
performance standards, one *of the things tKat would be used to 
juHge how well I was doing my job. 

The fact that the GAO could raise the issue of sole-source pro- 
curement and question it without ever mentioning the existence of 
the 8[a] program, which was onej>f the largest noncompetitive sole- 
source programs in existence in the Government, is inexcusable. 
The fact that the GAO did not know of our 'order of priorities in 
awarding contracts, which is set forth in MA Handbook . No. 305, is 
inexcusable. It further undermines the credibility of their report. 

Now another source of justification for the use of noncompetitive, 
sole-source award procedures as determined by the Solicitor of 
Labor is contained in section J 23(1) qf CETA, which specifically 
directs the Secretary of Labor to give special consideration in car- 
rying out programs authorized by this act to community-based 
organizations, as defined in section 3, which have demonstrated 
effectiveness in the delivery of employment and training Services. 

Section 3, which gives the definition of community-based organi- 
zations, specifically mentions the Opportunities Industrialization 
Centers, the National Urban League, SER-Jobs for Progress, the 
United Way of America, Mainstream, the National Puerto Rican 
Forum, neighborhood groups and organizations, community action 
agencies, community development corporations, vocational rehabili- 
tation organizations, rehabilitation facilities Sis defined in section 
7(10) of the Rehabilitation Act of 1973, agencies serving youth, 
union-related organizations, and employer-related nonprofit organic 
zations. 

Federal procurement regulations — I have a copy for the record — 
state that contracts may be negotiated without formal advertising 
and competition if* "otherwise authorized by law." Our Solicitor 
determined that we were specifically directedrin the CETA legisla- 
tion to award certain contracts on a noncompetitive-* basis. That 
was the Solicitor who made that determination; that is the highest 
legal authority in the Department; and that is- the baftis for most of 
the noncompetitive awards that were made. * 

(Note. — In the interest of economy, the copy of .the Federal pro- 
curement regulations referred to was retained in the files of the 
committee.) 

« Mr. Godwin. Another example of a specific directive from the' 
Congress to the Secretary to 4 make^awards on a noncompetitive, 
sole^urce basis can be found insertion 303(cX2) of CETA. This act, 
f wni2n deals^ with certain farmworker programs that provide educa- 
tional servi£e», required the Secretary to continue in ekistence — 
that 'is, to refund — any program which was in existence on the 
effective date of that, provision. Therefore, we were told in the 
legislation to refund programs if they were in existence on the date 
that this amendment went intcr^ffect. 

Finally,*the sole-source awards were not based on the decisions of # 
one or two DOL officials. There was a gole^ource boar^ which* 
approved everything that we had any doubts about and'*turned 
some down, and there was a steering committee, as Afeistant Sec- 
retary Green has pointed out. 
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Now let me address the issue relating to the grants and contracts 
from title III and title IV discretionary funds made during the first 
4 months of fiscal year 1981, between September 1 and January 31 
Obviously I can only speak to those grants and contracts awarded 
before January ; "20 . These, include grants and contracts made 
through the Office of National Programs and the Office of Youth 
Programs. , 

During the period from-October 1, 1980 to January 31, 1981, 68 
ONP awards totaling $42.6 million were made by ONP and 82 
awards totaling $52.2 million were made by OYP, according to the 
GAO report. GAO argues that certain of these awards were un- 
planned, as though that were significant for some reason, even 
. though GAO notes that there is no legal problem with funding 
unplanned awards. From the extensive discussion of unplanned 
grants, GAO creates the impression that reckless and irresponsible 
decisions were being made by me and the Assistant Secretary. 

lhe funding plan during my tenure at ONP was an internal 
document prepared as a guide to aid in administering agency funds 
by making it possible for program officials to keep track of funds 
that would likely be committed to specific projects. The plans were 
not binding but were'only guides. They could change from one day 
to the next, and they often did. For example, funds that were 
included in the plan for certain projects would sometimes be used 
instead for things such as disaster assistance, trade adjustment 
assistance, or some other unforeseen expenses. 

However, what is more important for the committee to know and 
understand is that GAO's statement that four ONP projects were , 

ilo^ 6 W l p . lan is totall y erroneous. The GAO states that of 
the 442.6 million m awards from ONP, $800-,000 was for unplanned 
awards. This is not -true. • 

» The $75,000 award for the Community Services Administration 
an interagency agreement, and the $227,000 award for Pacifica 
Services were included in a title III funding plan under the catego- 
ry of rural development initiatives. The Rosslyn. Foundation and 
the New York City Department of the Aging contracts were ap- 
proved by the steering committee, which meant automatic inclu- 
sion in the funding^plan. x 

c The n& A0 , stud y Besses that 70 telegram commitments went out 
from DDL during the first 4 months of fiscal year 1981, 18 from the 
Office of National Programs for the programsUhat this office ad- 
ministered directly, -totaling $15.3 million, arid 34 commitments 

i/?A« ° fflCe of Youth Programs, totaling $14.6 million according 
to (jAO. b 

Notification by telegram to a grantee that a proposal will be 
tunded by.the Department is not an extraordinary procedure. We 
did-not invent it, and it is still being used. Mr.. Angrisani sent 110 
telegrams in 1 week to 55 migrant and seasonal farmworker grant- , 
ees: 55^ telegrams telling them they had grants or did riot have 
them; another 55 telegrams telling them that the Jfhole process 
had to be repeated because it was full of procedural violations. 
, During the period from Oct. 1, 1980 to mid-January when the 
new administration took office, several circumstances impeded our 
progress in making fully executed awards in a more timely 
manner. First there" was the uncertainty within the Department 
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over the exact amount of funds Congress had made available for 
expenditure in fiscal year 1981. Congress passed two short-term 

i qSwu resol ^ 1 T ?P s A ., du r ing the 4-month period of fiscal year 
1981 that I was ONP Administrator: We got one continuing resolu- 
tion from October 1 to the middle of November; another continuing 
resolution from November to July, I think. 

• Ironically, the current administration is in the same bind Mr 
Angnsani has no idea what his budget will be. He/is operating 
under a continuing resolution; he does not even know what the 
continuing resolution will allow him. It is quite possible that if he 
stays on the same schedule that we were on this time a year ago 

u *u Jj° d , out . s . ome time in late November, and then there will 
be the Thanksgiving. and Christmas and New Year's holidays, and 
he will probably get some telegrams out in January when he gets a 
re wJ ng 0n what that COntinuin g resolution will provide 

When you add to these problems with the contimua&resolutions, 
the tact that staff production slowed down the way it,always does 
in a lame duck administration period, the fact that jt was difficult 
tor us to get a quorum for- the Sole Source Board during the 
holiday season, the already inadequate staff that I have talked 
about, it is important to understand why we had this backlog 
which resulted in a large number of grants coming out towards the 
end of the term rather than on schedule at the beginning (of the 
fiscal year in October. « ' . 5 v 

Now of foe 18 telegrams that went out, Senator, only 1 relating 
to an ONF-administered program went out on January 19 This 
was not a new award; this was a renewal Of a program for elderly 

wSSh nMp r6 T^ n in Wf 800 "^- The ™ telegrams sent out 
by -both ONP and OYJ> were signed by me or my deputy, and our 
signatures may be found. on some commitment telegrams for pro- 
grams administered by the Youth Office 'because my deputy and I 
served as contract officers for that office and all other major com- 
ponents of the Employment and Training Administration, mainly 
m a ministerial role. 3 

In conclusion, Mr. Chairman and members of this committee, let 
me say this: These GAO reports are not as useful as ihey could be. 
I do not think they will help you as much as I wouldTike for them 
to because of the numerous factual errors and the fact that they 
have made some errors of interpretation. I do not think it will be a . 
very useful document for those who want to make certain improve- 
ments in the management and administrative practices of ONP 
that; I would recommend. I think this committee desemg better 
and more reliable information, and I do not 1 think the GAcKcyen 
addressed, some of the basic problems of that office. 

The best evidence of this is the fact that these problems contin- 
ue. As 1 have mentioned already, the new administration is strug- 
gling with> the same kinds of difficulties that we encountered. Mr 
Angnsani has only been in offire for a few months, and he has not 
been, able to have a smooth competitive process award*- 

That system was,so botched up that they had to recall all of the 
letters of commitment and redo the competitive process because of 
all lands of procedural violations. The entire national program 
grantee system nght now is in a state of confusion and chaos The 
grantees cannot tell, you when they will be funded, if they will be 
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funded, or if funded, in what amount. Nobody knows. Mr. Angri- 
sani cannot tell them and they cannot find out from Mr. Angrisani, 
and Congress does not know either because they have not made the 
final determination on what th$ level of funding will be in the 
continuing resolution. * 

Nowhere in the GAO report is there any acknowledgement of the^ 
very important fact that many of the most serious problems in- 
volved iq administering this office, administering these grants and 
contracts, emerged from sources oytside ONP. There is no one iri 
the Government, Senator,^ who can tell you M when to use a grant 
and when to use _ a contract. The GAO acknowledges that that 
debate has been going on for several years. It still is not resolved. 
The OMB does not give you clear guidance on this. 

This office was always under extreme pressure from the Con- 
gress, for example, through language in the act which required 
that Indian programs be administered through a centralized unit 
that is separated "from everything else; that the Indian program 
have separate, self-contained regulations; that the farmworker pro- 
gram be administered in yet another way, with competitive proce- 
dures for award§; that the programs for older Americans be used 
with a specific formula for funding States in certain amouhts and 
selected organizations' in another amount; that the displaced home- 
maker program be handled in a certain way; that we give prefer- 
ence to community-based organizations. 

* This is all written into the law and into the reports of the 
appropriations bills, and thid is constantly interpreted for us in 
numerous calls we get from congressional offices. We got more 
congressional correspondence than any other office in ETA, more 
congressional visits than any other office in ETA, and it is impor- 
tant to understand that Congress kept on adding new progfapis 
and^kept on earmarking funds for specific programs an* projects 
without increasing the staff or without ETA or DOL providing 
much training that was needed by the staff/ 

Now I realize that our administration: of these programs was not 
perfect but, f despite the complexities of the office and 'the pressures 
we faced l I am glad I have this opportunity and I am very proud of 
the record that we established, a record which will show that we 
provided more employment and training opportunities for poor 
Indians on reservations and in Alaskan native villages than 
anyone else had eyer done. 4 

We provided more employment and training opportunities for 
migrant and seasonal farmworkers than anybody else- has ever 
done. We provided more jobs for low-income senior citizens than 
anyone ha$ ever done, created more employment and training.op- 
portunities for handicapped workers than anyone has ever, done; 
more employment and training opportunities for women and mi- 
norities in the^ skilled trades, than anyone has ever, done; more 
funding opportunities for Blaqk and Hispanic community-based or- 
ganizations than in the history of* the -Department of Labor; more 
contract opportunities for mihdrity-owned business firms than ever 
before. 

We appointed the first Indian office director, the first Hispanic 
office director, and the first women* to GS-14 supervisory ppsitions. 
We tripled 'the number of labor organizations funded. We tripled, 
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^more than tripled the number of private business firms and em-, 
ployer associations involved in our programs from only 8 in 1976 to 
200 by 1980. / * ' 

I think it is important, Senator, th'dt it this committee is serious- 
ly interested in understanding and correcting the more basic prob- 
lems with the administration of these programs, that you will 
consider commissioning a managenient study that would «be per- 
formed by competent management, and research experts who would 
approach this m an objective fashibn and in an atmosphere where 
they have time to do careful research, free from any' kind of 
pressure. 

I care about these programs, and I am very much disturbed by 
the fact that this already inadequate staff will be decimated by the 
cuijent reduction in force; by the fact that the GAO issued a report 
with numerous recommendations and not once addressed the issue 
of the need of the staff for training. I do not think Mr. Angrisani— 
and I think he will learn this soon — wijl make much progress 
unless, he assigns high priority to more staff training and does as 
he said he was going to* do^-allocates more staff to that office. 

This concludes my prepared statement, Mr. Chairman. I stand 
ready to help this oommittee in any way that I can and I would Be 
happy to answer any questions you might have. 

The Chairman. Thank you, Mr. Godwin. 

I am going to make some recommendations to the Labor Depart- 
ment myself. I think: these hearings have been very valuable be- 
cause we have brought out a lot of different thoughts concerning 
how we might be able to implement these programs and make 
them better. 

We will certainly ask that Senator Quayle, who of Course heads 
tip the Employment Subcommittee on this committee, look into all 
of the suggestions that you have made and everybody else today, as 
a matter of fact, including the GAO. 

With regard to establishing a commission, I do not know. Gener- 
ally they are established by the bureaucracy itself, and I have not 
seen an awful lot of good come from hardly any of the commis- 
sions. If the President establishes a Presidential commission, which 
may be a valuable way of doing it, it still V think would wind up 
with a split but nevertheless a valuable debate on the subject. 

Let me just say. this: I do not want to keep you much longer but 
on page 4 of the GAO statement, they found that 73 percent of 
these grants and contracts had*no%cosfr evaluation; 70 percent did 
not document technical aspects; In two-thirds of the cases there 
was no documentation of negotiations having been conducted. The 
costs were not negotiated 68 percent of the time. Negotiations on 
the technical aspects occurred only 32 percent of the time. 

Do you dispute^those findings themselves? 

Air. Godwin. Yes; I dispute the findings because I think the GAO 
has confusecUpecordkeeping problems with management and deci- 
sionmaking^roblemd. I do pot believe that those contracts were let 
,in such a way that they were Hofhegotiated. 

It may be possible that the documentation wds not there. In one 
instance, for example, one very important instance, -Operation 
PUSH, the PUSH^EXCEL grant, the steff person who handled that . 
told thfe GAO that he simply had not taken the time tb write the 

, 0-82—15 ' 0 . 0 
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memorandum of negotiation.; Now tfiis probably occurs on numer- 
ous occasions, where people make decisions that are Very carefully 
thought out, where people db very detailed negotiations, and they 
do not record all of this information. 
£ The GAO people are historians. They go in looking for facts on 
the basis of what is in the record, and they try to reconstruct 
reality by looking at documents. They pointed out that throughout 
th4Government this is a serious problem. It may be that this can 
be cured, as the GAO recommended, by issuing an order to the 
staff to do this documentation, 

I myself am got very optimistic, about that being done simply by 
^ordering the people to do /t> because we ordered them to <ckjr3^md 
*it did npt get' done. I think when you have an enormous wwfctead 
and so few people, compounded by the sometimes less than perfect 
skills of the people, that a lot of this paperwork documentation is 
* going to be sacrificed in the interest of getting grants out. 
# We never had a call from a Congressman who told us to docu- 
ment that negotiation process. The calls always said, "Get that 
grant out tQday." 

The*CH airman. I would believe that, I will tell you. 

Mr. Godwin. We have never had a call from anywhere, in terms 
of our superiors in the Department, ordering us to document this 
negotiation. We have a lot .of calls saying; "Let's process these 
grants," or "Let ; s resolve this audit," or whatever. Therefore, I 
think that the GAO has confused the recordkeeping problem with 
. a more serious problem which they have concluded is widespread, 
\yhich I do not believe is. 

I know/for example, that the grants that I personally reviewed— 
and I reviewed most qf the 8(a) contracts— those docupients are in 
order. The PUSH-EX<|EL grant is one of the best grant documents 
you will find anywhei£ in the Government. Now that particular 
staff person did not write t\ie memorandum for the file but I hope 
he will — in light of all that v ^as been expressed here in the way of 
concern about that— I hope he will go back and see that that* is ' 
done. * \ 

The. Chairman. Well, why are'\they then mutually terminating 
that grant? \ 

Mr. Godwin. I do not know, Senatqr. I can tell you this, that it 
has been very difficult for them'to terminate that grant because, as 
you pointed out, it is more difficult to terminate a grant award 
than it is to tet^ninate a contract. Now Mr. Aaron 

The Chairman. That is right. However, they have voluntarily 
done that ' 

Mr. Godwin. Mr. Aaron, who is one of the most competent 
people in that office, reported that there is no problem with the 
prograta in terms of performance. I think the fact that this grant 
was singled out as » one of those that ^got a lot of negative and 
inaccurate publicity in the newspapers— Labor Department offi- 
cials described it as a political payoff, stories all across the country 
announcing that the grant had been canceled when in fact it had 
not and as of this date still is nbt canceled— all this misleading 
information* that was published, Released by the Labor Department 
attacking the wrong organization, in fact, Operation PUSH does 
not have any Government grants. The PUSH-EXCEL Institute, 
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which is a # separate corporation, was the grant recipient. The L^bor. 
Department attacked Operation Pl/SH. 

I thinlc the Operation PUSH people, correctly 'in vcfy view, inter* 
preted alHhis as political harassment and they are not willing to 
continue to be subject to this kipd of treatment. They do not feel 
they will get a square deal, and therefore they want to terminate 
tlieir relationship wy;h the Government. 

Now Mr. Aaron and Mr. Alegria pointed out that they worked 
hard on those documents and those negotiations to make that, a 
good grant, f he .instructions I gave Mr. Aaron and Mr. Alegria 
were to negotiate the best grant document you can get for the 
Government and for the grantee. I told Mr. Alegria that I would 
allow him to sign it, and I told him not to put his name on it 
unless he would take responsibility for it, and he signed : the docu- o 
ment. He was convinced, as he said 'here, that it was' a good grant" 
agreement; Mr. Aaron said it was a good grant agreement \ 

It was terminated in the midst of all this newspaper Teporting 
and harassment fbr what appear to be essentially political reasons. 

The Chairman. Let me say this: I have some other questions 
that I will submit to you in writing. I want to thank all of our 
witnesses for appearing today, to thank them, the press, our guests, 
anckmost important of all, our reporter for all of the patience that 
you have had. 

I think it is^xtremely important that we attempt to present the 
most compete picture of the problems and other questions f aised 
here today as a result of the work of several entities— the GAO, the 
Department of t Labor, the Inspector Gfenerars Office-^alF of whom 
have been charged with ^he responsibilities for oversight and ad- 
ministration of these badly needed programs: t 

It is my hope that when the record is complete we will have a 
clearer idea on how to correct these deficiencies, adrrifci&tr&ttyely * 
or legislatively. I can tell you that, as you know, -Mr. Godwin, I 
have been a strong supporter of some of these programs. You have 
been interested in working with OIC; II am a strong supporter of 
OIC. I think any time yoSxcan get private sector people^together, 
even though they are subsidized by the Federal Government, to 
help create jobs on a successful basis, that is a lot better -than 
letting these kids v'egetate.\ * • " V* 

I am a strong supporter of Job Corps. I 'could go on and on but 
the pqint I am making is that I think these hearings have, shown 
that we need to look at these programs with more critical eyes. We 
need to look to see how we can utilize the tax dollars that we have, 
the limited tax dollars, so that the most young people and aged 
people who really benefit from these programs win be helped. 

I think it is apparent today, I think that if Mr. Angrisani needs 
money after the freeze is lifted on traveling for site inspections, I 
think this committee — as divided as it is on CETA programs — will 
do the very best we can to try to provide those funds and to see 
that they are worked into not only the authorization but the appro- 
priations process. ^ 

I do think that the GAO is very well justified in many of its 
criticisms. I do not. see how anybpdy who looks at the facts can 
think otherwise but you have certainly made a very strong state- 
ment here .today. " • * 
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I will submit some questions to you which we* would appreciate 
your answering within, say, 10 days from today's date if you can. 
-Mr. Godwin. I will be glad to cooperate in any way I can. 
The Chairman. Thank you, sir. We appreciate it. 
[The prepared statement of Mr. Godwin follows:] 

f 
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STATEMENT BEFORE THE 
COMMITTEE ON LABOR AND HUMAN RESOURCES 
UNITED STATES SENATE 

October 20, 1981 



0- 

Mr. ^Chairman, Members of the Committee, my name is 

4 

Lamond Godwin, former Administrator of the Office of National 
Programs, U.S. Department of Labor. 1 t 

Before I proceed further, Mr. Chairman, I request -that 
my entire written statement, my oral remarks, and the , 
documents that I present be included in the record. ' 1 

The Committee staff has informed me of some of the 
major issuj>sj*w!Tich concern the Chairman. However, before 
addressing those issues, I would first like to express some 
of my concerns about the process adopted in this particular 
instance by the Committee in exercising its oversight 
authority over the Department of Labor's employment and 
training programs. * 

I am very much disappointed and disturbed by the fact 
that this proceeding appears to be based upon the total 
erroneous assumption that I«* as Administrator of the Office 
of NationaJL Programs (ONP) and Mr. Green, as Assistant 
Secretary for the Employment and Training Administration 
(ETA) , are the only two employees in the entire Department 
o£ Labor who made decisions regarding Title III and Title IV 
discretionary grant funding. Anyone who knows anything 
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about government bureaucracy knows this could not possibly 
be true. By singling us out, the General Accounting Office's 
motivations behind this investigation are immediately suspect 

Second, a point which I will come back to several 
times in my" / testimqny is the inexcusable lack ^f veracity 
of the two recent reports ^feAO produced on its investigations 
of employment training grants and contract awar"ds.^ Much of 
the Committee's information is obtained from these two 
reports — one dated August 28th (HRD-81-111) and the other 
dated August 31st, 1981 (HRD-81-145) .' I am convinced that 
these are not credible reports. In many instances, the 
findings are based upon incomplete and erroneous information. 

s ♦ 

•> I 

In # some cases , information I know to be available through 
the Department that would have exolained certain funding 
decisions was not reviewed, otherwise, different conclusions 
would have been drawn from the investigations. 

^^This Committee should not ignore the fact that the GAO 
conducted not two but ten ^separate investigations of the 



Office o| National Programs during Che 3 and 1/2 year period 
that I served as Administrator of this Office.' Indeed, the 
ONP was investigated more frequently than any other office 
within the Department of Labor, and perhaps within the 
entire Executive Branch fl of the government. We even 
requisitioned extra oA^ice space ^anTT'fur nature to accommodate 
the GAO staff, some of whom spent more time in our office 
tjhan in the GAQ building* These investigations consumed an* 
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enormougflfemount of the ONP staff's time and energy, but in 

every single instance my staff and I cooperated fullywith 

the GAO investigators. _ . 

Some of these investigations were initiated fo^: 

political reasons. For example, one investigation was 

initiated because my Office did not bow to political pressure 

to reverse a funding decision following a meeting with 

* ■* * 

representatives of an entire State Congressional delegation. 

\ 

I want to stre ss to the Committee that none of these 
inves ti gations ever found a violation of any Federal rules, 
regulations, and requirements . I am very proud of this 

record. No internal Departmental investigation ever, found 

V * f 

any violations of Federal v rules , -regulations , and requirements 

That does not mean ^h at the administration of the Office 
'was perfect. There was certain ly^'room for improvement, and 
there still is. In some instances 'the findings and # i 
recommendations that emerged from the GAO investigations 
were useful to us in making improvements in the programs we, 

9 

administered. In many instances, however, the conclusions 
and recommendations published ihy£2(o reports were based on 
errors of fact, and/or interpretation, antl,^ therefore, were 
not useful to us at all. Usually, the GAO gave me and 
other officials in the Department an opportunity to discuss 
their findings and challenge their recommendations f which 
we did very often. % $0^* 
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The two reports that are the subject of this hearing* 
are an imporVaj^t* exception to thiV general pattern of 
* cooperation, constructive debate, and tionest disagreement. 4 

o ' 

I was- not "afforded an opportunity to discuss or dispute the 

fifrittings, contusions or recommendations in these two reports 

t t * * » * 

with 'the GAP staff despite the fact that I was willing and 

> » k 
• . * * % 

readily available to 'cooperate with these investigations . 1 

I would have provided them' with specific information which 

would have resolved many doubts and coul£" have been verified 

independently through documentation and discussions with 

employees at DOI*. Unlike most otherjGAO investigations, 

these- last two we're conducted in *a witch-hunt atmosphere- 

Which has caused, majiy of us to be suspect of their motivations 



Furthermore/ I want the Committee to be aware that I did 
not receive cooperation from the Department of Labor in 
gaining access to written doc uments I know to be in existence 

*S£ : 1 " ; 

that would have helped me in preparing my statement for this 
hearing . » \ 

Notwithstanding all of these problems, I welcome this 
opportunity to appear before the^ommittee to address the 
GAO reports and the issues which the Committee ~staf f has 
indicated are concerns of the Chairman.** 

1. Let me%ow focus* on specific allegations in these 
two GAO reports. * * 



( 
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The reports allege instances of poor management and 

administration of ONP programs. They claimed to have found 

such things as inadequate documentation of grants, not enough 

t 

i 

site visits, and poor contract negotiating techniques. I 
must, agree with GAO that some of the mistakes > if they were 
made, do not seem justifable, and I am not inclined to 
dispute their finding that some ONP staff failed to follow 
good pre-award procedures some of the time. Most of my 
staff, however, was extremely commibtepl, and dedicated. The 
basic causes of the program management and administrative € 
.problems were (1) an inadequate number of staff people for 
the workload, and (2) inadequate staff ^training. These 
problems were related to Department-wide budget constraints 
for draining and personnel and were not within my control. 

An objective study of staffing requirements for the ONP 
by Booze-Allen' and Hamilton, a management consulting firm, * 
stated in 197T that ONP required a minimum of 135 positions. 
This figure amounted to a net increase of 25 positions above 
the number of s£af f* in ONP at this time. ONP never even ' * 
approached a staffing level of 135 positions between 1977 
and 1980. Even though ONP's program budget doubled, .ONP and 
. the Employment and Training Administration of which it is 
part, was subjected to several position ceiling freezes, ^ and: 
staff reductions during this perio3. ■ The Ollh? ,ceiling for^ — ' 
1980 was only 112 positions including clerical. 
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In 1979 when the GAO did its most detailed^nvesigatioms, 
50 ONP professionals were responsible for administering 
grants to 598 awardees that totaled $79?! 5 million* In other 
words, each OtfP Federal representative was responsible for , 
about twelve grants or contracts that were spread throughout 

the United States { many located in remote rural areas. There 

i ■ 
are ONP funded programs in Alaskan villages on the North 

, ... * 

Pole, and in Indian communities at the bottom of the 'Grand 

Canyon . 

The^pfSklem of inadequate staffing was even further 
compounded by additional functions thrust upon ONP as a 
re^tlTrof new program initiatives under the Economic 
Stimulus Program, the Youth program, the Special HIRE 
Program for Vietnam Veterans, a new f Program for Displaced 
Homemakers, Handicapped Workers, Small Business Workshops, 
Private Sector Initiatives for Indians, and the functions 
of co-ordinating the Department-wide Rural Development 
Initiatives Program, and designing and funding numerous*/ 
inter-agency agreements, and one international exchange 
agreement with Israel. In addition, the difficult and 
time-consuming responsibilities of ONP staff for resolving 
audits and closing out old grants continued. 

T • - - j 

Also, numerous travel freezes that resulted- from 
reductions in the ETA Salary and Expenses budget that 
occurred at the same time that we received huge increases 
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in our program- budget adversely affected our program 
-monitoring capabilities. - , 

The ONP staff could have benefitted from additionaf 
training in good negotiation techniques, and other skills 
' necessary to their jobs. Inadequate staff training is a 
department^wide^pE^Kem.that must he addressed If the 7 
problems in^the GAO report are to be prevented in the' future. 

» Despite problems that were almost inherent in the 

system, new procedures were implemented during the four , 

years I was Administrator. I was shocked by the .primitive' 

> t< 

state of affairs that existed in the ONP when I arrived to 
assume my duties. For example, all of the . management 
information systems were manual. 4 There wal an enormous 
backlog of grants and contracts that had expired in previous 
y$ars and were never closed out. None of the major programs 
had been evaluated. Technical Assistance to the awardees 



n-exis^mt 



was vi^rtudlly non 

When I left ONP, we had established computerized 
processing systems for data management in most ONP 
sub-offices. We greatly increased the technical assistance 
available to 'awardees, especially in the area of financial „ 
management assistance. We .established a special task ^ 
•force to redttce the grant and contract close-but backlog. 
We increased the numtoEer pf interagency agreements in order 
to obtain assistance from other agencies far be*tter 
admini station of ONP programs. # 
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Contrary to the allegations of the GAO, another major 
accomplishment was the completion of numerous formal 
evaluations of ONP programs with the assistance of outside 
contractors whicl? enabled us to get further information on 
contract performance. Some of these included: 

- An assessment" by Dell Green and Associates," rrrcr: 

•of rur^ housing programs funded by ONP that was* 

< the first evalua J tj<6n^of these programs since their. 

implementation 13 years ago. - , 

r An assessment of the 'HEP and CAMP programs for 
migrant and seasonal farmworkers done by Clark, 
JPh'ipps, Cl4rk and Harris Inc. that was^the first 
evaluation, ever done of these programs by the 0 
Department of tabor. " -* , 

- An assessment of our management of the targeted 
outreach program done for us by the University of 

0 * 

Texas * 

- Two evaluations of our Indian and Native, American 

programs done for us by the E.H. White Co. 'and 

Urban arid Rural Systems, Inc. • 
* ** • 

^ An assessment of the financial management systems of 

\f . * 

- farmworker program grantees and Indian reservation ' 
, program grantees done by the Consortium of Certified 
Public Accounting Firms* * 

- fin evaluation of the procedures used to select 

* 

grantees under the CETA Title III program for - 
farmworkers done_ by the National Academy of Public 
Administration. . 
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-^An assessment of our 'special youth programs - for 

migrant and seasonal farmworkers done by the E.rt. 

•White Co. 0 

- An evaluation of our Rural Development^Initiative 

programs In the State of North Carolina done by the 
f 

Manpower Development Corporation/ 

^- - L 



>* - An evaluation of me PUSH-EXCEL program done by 
t 

Jefflyn Johnson and Associates. * r 
- Numerous special audits of grantees that were* under 
t investigation for fraud and abuse that were done for 
us by the Inspector General or the Assistant 
^ Secretary for Administration and Management. 

The GAO investigators apparently were completely 
unaware of the existence of these evaluations as well as 
the .special discretionary program evaluation report we 
prepared 'for the Secretary in 1979 ,which evaluated each 
grantee under our two major discretionary program categories 
on the basis of total placement's, average hourly pay ' 



increases for those placed, and participant income 
improvement ratios. More formal evaluations of programs 
administered by the Office of. National Program^ were done 
while I was Administrator of this Office than at any other 
time in the history of the Labor Department . 

It is important for the Committee to understand that 
the\fact that the GAO couJLd not find certain evidence in 
the files does not mean that the evidence does not exist. 
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'At the time the GAO did its review of 1979 grants and 
contracts, some of these files, or parts of them, were being 
used by a special close-out tasK force that was located in a 
different building. Throughout this report, the GAO seems 
to confuse recordkeeping and filing problems with management 
decisionmaking issues. 



I want to point out that of all the examples taken 
from award documents and cited for bad pre-award practices 
in Appendix III of the August 28th study, none of those was 
reviewed or signed by me. Those specific grants and 
contracts were, signed by my sub-office directors or my 
Deputy, whose other responsibilities were limited by me so 

that he cbuld devote almost all of his time to reviewing* 

i 

and signing grants and contracts. 

„« 

, I also want to point out in this context, in fairness 

to my Deputy as well as myself, that grants and contracts 
presented to us for signature had been reviewed by at least* 
four or five individuals, including contract specialists, ^ * 
who affixed their initials to the documents before those 
documents reached my cfesk. It was my "presumption that those 
documents were carefully reviewed. I certainly had no^ 
reason to believe that none of the four or five people 
reviewing them before me wa^ not fulfilling his or 5 her 
+ responsibilities. 

S 

It> is important for x me to reemphasize something I 
stated earlier regarding the methodology of the GAO study. 
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That is thatyfNe^methods used to cdllect the information 

presented in these reports "guaranteed that some of the 

findings and conclusions would be erroneous. For example, 

there are numerous instances where is was impossible for * 

the GAO investigators to get* essential information needed 
» 

to understand, why . certain funding decisions were made 

without talking to me or other ,-staff people who were 0 

w 

directly involved in making these decisions. 

% 4 

A case* in point is the example cited by the/GAO on 
page 9 of the August "28th study (HRD-81-111) therein the^ 
GAO alleges that we renewed a contract in 1919, originally 
funded through an interagency agreement w^th the Department 
of Comme^e*TipJ978, even though "this effort was a failure, , 
and t&e problems encountered were well documented." 1 
However, what the GAO was unable to learn simply by reviewing 
i4 the file, was that my staff and I determined tfchat 'the 
Commerce Department, not the grantee, was responsible for 

— Q 

the problems found in this project. We* felt very strongly * 
that, unimpeded by the^tommerce Department, the project 
could be made to wpr^ through a direct grant from £hd Labor 
Department. _^f they had interviewed me or the other staff 
people who were directly involved inr this- decision, we 
could halve explained this and .jbther £acts to them. The 
GAO seemed to Jbe more interested in allowing lower level 
employees to second-vguess th'eir superiors thah in obtaining 
accurate^ information directly from |he actual decisionmaker. 
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4 

I want to point out to this Committee that the GAP report 
* did not note the fact that this contract was refunded by 
Assistant Secretary Anqrisani and his staff on May 5th, 1981 
in the amount of $214,000 . - 

2, Now let me discuss GAO's allegation that ONP relied 
heavily on\the use of sole source awards without demonstrating 
the need to use surfh awards to obtain employment and training 
services . 



V 



pie^GAO presumption that competition is always the 
ironclad "preferred^ procedure for making grant and con-tract 
awards is erro/ieous. Hie Department of Labor's Employment 
and Training policy on procurement of nonpersonal services, 
wh£ch is based on regulations and policy directives issue* 
by the Office of Management and Budget was * reaffirmed in*a % 
November 4^ 19 80 memo to the ETA Executive Council from 
, Deputy Assistant Secretary Charles B. Knapp. As the memo mentions, 
the polrcy is contained in a document entitled MA Handbook • 
#305. (I do not have the Handbook because of difficulty in 
getting documents from^DOL, but I do have the memo.) / 

• • v - 

Thfc memo sets forth the following order of priority for* 

use in selecting contractors: 

- First priority rs given to 8(a) firms selected 

, through negotiations with the SBA. 

— Second priority- is given to firms in the Small 
j v ^ - * 

Business Set-Aside program. 
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- Third priority is competitive procurement via- 

formal, advertising. * ^ 

Exceptions to this order of priorities, e.g., tjje use 
of competitive procurement in lieu of 8(a) or Small Business 
set-asides, can be adopted with prior approval of the Deputy 
.Assistant Secretary for the Employment and Trairprrr^ t 
Administration. I never made a request for an exception to 
this policy because I enthusiastically supported the^ 
section 8(a)^SBA Affirmative Action program for minority 
business firms. I am aware of the position that some 
Senators have taken on Affirmative Action programs. ^However 
whatever their political philosophies regarding Affirmative 
.Action, it is important that the Committee understand that 
I was following the laws and* policy directives of the United 
States Government: in the sole source award* contracts to 
minority 'firms through tfae- 8*{a) program. 




* Duringm^ tenure as Administrator of the 1X>]£0ff}ce of 
National Programs'' we. increased thewoliimeVof non-competitive 
sole source contracts throucflf the sSftiorf program ^rqm° 

5 contracts' totalijig^ mere ^18,871 in ^Bi^t^ Year 1976^0 
59 contracts totaling $14,814,000 Ai Fiscal ^ear '^|t)> 




f Thia^w^s done on the basis of a mandate from the* p r&3i 

m • • . ■ ■ * <v * <> 

to expand the participation of minority-owned^usmess firms 
in federal contracts programs. A Presidential 'memorandum 
^which 'specifically instructed all' Federal agencie^ to triple 
Vthe volume of S^^ion 8(a) contracts was diftributexi to, all • 



t 212 r 
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contracting offices 'in- the Department of Lajaor together "with 
a special order from Secretary Marshall which set specific/' 
goals and time tables for achieving the President's objective. 
Moreover, success in expanding the volume of Section 8(a) 
contracts awarded through the Office of National Programs 
"was one of the items included in my Senior Exgcutive 
Service (SES) performance standards. The fact that GAO 
failed to mention the 8(a) program or* the policy set forth 
i,n MA Handbook #305 is inexcusable, and fuVth^r^undermines' 
the credibility of their report because they give the 
impression that there is no basis for non-competitive awards. 

Another source of justification fol? the -use of non- 
competitive sole source award procedures, as determined by 
the Solicitor of DOL, is contained in Section 123 (JO of the 
Comprehensive Employment and Training Act which specifically 
directs the Secretary of Labor bo-". . - give special 
consideration, in carrying out programs authorized by this 
Act, to community^ as ed organizations, as defined in 
section 3, which have demonstrated effectiveness in the 
delivery qf employment and training services." 

Section 3 of the Act defines "community-based * 

organizations" in the following way: 

"The term 'community-based organizations' means 
private nonprofit organizations which are 
*~ ' representative of copnunities or significant 

segments of communities* and which provide 
employmentr^ana training services (for example, 
Opportunities Industrialization Centers, the 
National* Urban League, SER-Jobs for Progress, 
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United Way of America, Mainstream, the^ 
National Puerto Rican Forum, neighborhood 
groups and organizations, community action 
agencies, community development corporations, 
vocational rehabilitation organizations, 
rehabilitation facilities (as defined in 
section 7(t0-) of the Rehabilitation Act of « 
1973) , ^agencies serving youth, unipn-related 
organizations, and employer-related^nonprofit 
organizations)." t 

As the GAO Report acknowledged, the Labor Department 
Solicitor developed an administrative definition of 
"demonstrated effectiveness" which^roeans tha^the services 
an awardee will provide relate specifically to competencies, 
in providing spe.cjjfic training, access to jobs, and access 
to target groups. Virtually all the grants we mam to 
national labor organizations for the purposes of increasing 
the number of women and minorities in training positions and 
jobs controlled by these unions 'through exclusive hiring 
agreements, we £one on a sole source basis because there 
was no realistic alternative to traijaing and placjLn'g 
minorities in certain jobs in the unionized sectors. 

Another example of a specific directive froimthe Congress 
to the Secretary to make awards on a non-competitive sole- 
* srource basis can be found in Section 303(c)(2) of the 

Comprehensive' Employment Training Act. This section of the , 
Act, dealing with* grant renewals to certain farmworker 
programs," clearly requires the Secretary to "continue in . 
operation any program whicK'was in existence on the effective 
date" of the jrfrovisiofi. The programs intended for ^renewal 
of funding, include those which are « 

m ■ 
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. . (i) Operated through the use of the 

facilities of any institution of higher education; 
and 

* * 

(ii) "designed to assist migrant and season 

farmworkers through tutoring, counseling, and 

oth£r similar assistance. . . ." 

Section 303 4 (c) (2) also directs the Secretary M . . .to 

continue the operation of any such program for so long as 

c 

such program is consistent with the purposes of this 
section, as determined by the Secretary." * 

Finally, sole source awards were not based on^the 
decisions of one or two DOL officials. Tt\ere was a Sole 
Board which approved sole source awards. 

3. I would _now, like to address issues related to the 
grants and contracts from Titles III and IV discretionary 
funds made during the first four months of fiscal year 1981, 
between September 1, 198a' and January 31, 1981. I obviously 
gan only speak to those grants and contracts awarded before 
January 20, 1981. 0 These include grants and contracts made 
through the Office of National Programs and^lhe qf f ice of 
Youth Programs, and are the focus of the tofusqSlst. GAO 
report. (HRD-81-145) • 

During the period ^from October 1, 1980 to January 31, 

1981, 68 ONP ^award .actions totaling $42.6 million were made 
•* 

by ONP and 82 award action^ totaling $51.2 million were made 

"SI - c 

^by QYP, 1 according to the GAO report. GAO points out that 
certain of those awards^were "unplanned" awards, as though 
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that were significant for some reason, even though GAO notes 
that "there is no le^al problem with "funding unplanned 
awards." .From its extensive discussion of unplanned grants 
GAO creates the impression that reckless and irresponsible 
decisions were being made by me and the Assistant Secretary. 

4 

The funding plan, during my tenure at ONP, was an internal 
document prepared as a guide to aid in administering, agency 
funds by making it possible for program officials to keep 
track of funds that would likely be committed to specific 
.projects. The plans were not binding, but were only guides. 
They could change from one day to the next. For example, 
funds that were included in the plan for certain projects, 
would sometimes have to be used, instead, for things such 
as disaster assistance, Trade Adjustment Assistance, or for 
some other unforeseen expenses. 

However, what is more important for this Committee tp 

know and uncjerstand is that GAO's statement that four ONP 

** 

projects were not in the 1981 plan is totally erroneous. 

*^ • 

The GAO ^states that of the $42.6 million in awards from the* 

ONP, $800,000 was for "unplanned" awards. This is not true . 

The $.75,000 award for the Community Services 'Administration 

and the $227,0^2 for Pacifica" Services were included in ,a 
' 

Title III funding plan under .the category of Rural 
Development Initiatives. The Rosslyn Foundation and New 
York City t Department of the- Aging contracts were approved 
by the Steering Committee and, therefpre, were automatically 
included in the funding plan. * 
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^TherGAO study states that 70 telegram commitments went 
out from DOL during the first four months of fiscal year 1981 
Eighteen of those commitments were for ONP administered 
programs totaling about $15.3 million, and 34 commitments 
^wexe for OYP administered programs totaling about $14.6 
million, according to GAO.* 

* Notification by tefegram to a grantee^that a proposal 
wilL be funded b^ the Department is not an extraordinary 
procedure. During the period from October l r 1980^ to " 
mid-January w&en the new Administration took' office, several 
circumstances impeded our progress in making fully executed 
awards" in a more timely^pnner. First, there was' the 
uncertainty* within the Department over -the exact .amount of 
funds Congress had made available" for expenditure in FY 81. 
Congress passed two snort-term Continuing Appropriations 
Resolutions during the^ four-month period of FY "81 that I was 
ONP Administrator. _ Second, the election results in November 
slowed down staff output. There was^a pervasive "wait and % 
see" attitude because' employees 4 were anticipating tnat the 
new Administration would make several changes in the 
policies that had been enacted under the*£arter Administration 
'Third, the Thanksgiving, Christmas, and NewJ^ar's holidays 
further slowed our operations. Moreover, it was 'impossible 
to get a quorum for the Sole Source Board, which reviewed 
ana approved sole. source contracts, until after the New 
Year's holiday. Given our already inadequate staff levels? 
these circumstances I have just discussed only worsened the 
situation.' ' ■ * « 
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It is important io^ the Committee to understand that of 
*he 18 telegrams sent out for ONP-administered programs, 
only one was sent out pn January 19, and this was npt a new 
award. It wcrs for renewal of a program for Senior, Citizens 1 
services on an Indian reservation in Wisconsin. Some 
telegrams for ONP-administered programs were sent out as** 
early as October 1st. 

H Of the 70 telegrams sent out for both ONP and OYP 
administered grants, some of the ONP-administered grants 

4 a 

were signed by my Deputy and others by me personally. Our 

signatures may also be found on some commitment telegrams 

for programs administered by the Office of Youth Programs 

because my Deputyxand I served as contract officers for OYP 

and all other major components of the Employment and Training 
* 

Administration, except the Office of Policy Evaluation and 
Research which has its own contract services unit. * 

» 9 

It is important to understand the distinction between 
my role as Contract officer and signatory for OYP and other 
ETA offices, and my role* as contract and program officer for 
ONP/ My signature on OYP contracts and grants or letters or 
telegrams of commitment was basically ministerial. In vthe 
case of OYP, I did not have any responsibility for negotiating 
'the contract* making*the decision to fund the contract of 

monitoring contract performance. All of this was done by 

. ... m* 

OYP staff under the supervision of the Administrator of OYP. x 

"* * • . . ? 

In the case of ONP, all of the functions involved in taking 
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a. grant or contract award, and monitoring it was. conducted 

% 

by ONP staff c under my supervision. 

4. In conclusion, Mr. Chairman ^and Members of this 
Committee, let me say this * These ^ GAO reports cannpt be 
considered authoritative of useful documents for those who 
are seriously interested in understanding the decisions that 
were made, or for improving the management and administrative 
practices of the 'Of f ice of National Programs. This Committee 
deserves »better and more reliable information than it 
received from these two reports. The GAO reports did not 
address the basic problems in the Office. Nowhere in the 
GAO reports is there any acknowledgment of the problems, of 
staff shortages. Neither do the reports mention the need 
for staff training. Unless these basic problems are 
addressed, the Office will continue to be plagued by 
management and administrative problems. 

* The best evidence of this is the fact that, under the 
new Administration, serious management problems have already 
occurred. Fqr example, the procedure for making awards 
under the youth program for migrant and seasonal farmworkers 
was so poorly managed and replete with procedural violations, 
that the entire .competitive grant awards process had to be 
repeated, even though\5S^ grantees had been notified by 
telegram that they either would or would not receive grants. 
Those grantees then had to be notified that the selection 
process had to be repeated. . The grants should have been 
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selected and awarded by October 1, 1981. . In fact, none of 

the FY 82 grants and contracts* that should t have been awarded 

ort October 1st have been awarded. The entire National 

i 

program system is in a state of chaos and contusion. - 
Grantees do not know<when they will be funded or in what 
amounts. * o ' t,. 

Moreover, rather than increasing the staff or providing 
staff training, Mr. Angrisani and the Reagan Administration 
are implementing a reduction in force that will decimate 
the already inadequate staff at ONP. 

Furthermore, nowhere in the GAO report is there any 
acknowledgment of the facfc that many of the most serious 
problems involved in the Administration of ONP grants and 
contracts emerged from sources outside of OHP„ This office 
was under extreme pressure from the Congress which, through 
language in the Act itself and legislative reports, required tt | 
ONP to administer each program differently. This! requires ( 
separate^ sets of regulations, and' for example, Indian- 
programs must be administered by a separate organizational 
' unit. "Because of this, ONP 1 s staff is not interchangeable. 
The Congress kept adding new programs and earmarking funds 
for*specific programs and 1 projects.- We received more 
Congressional correspondence^ and visits than an/ other 
program office in tfie Department. 
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* * • 

Mr. Chairman there were extreme pressures on my office. 
I realize our administration was not perfect. But despite 
th'e complexities of the office $nd pressures we faced, 
I am glad I had this opportunity, and I am very proud of 
the record we established — a record which wil^. show that: 

- We provided more employment and training i 
opportunities for p^or Indians on reservations 
and in Alaskan-native villages than anyone else 

• ever did. 

- We provided more employment and training 
opportunities for migrant and seasonal 
farmworkers than anyone else ever did. 

- We provided more jobs**£or low-income senior 

citizens than anyone ever did. 

* 

- We created 'more employment and training 
opportunities for Handicapped workers than 
anyone -else ever did. * 

^=>-- We provided more employment and* training . 

opportunities, for women and minorities in * 

the skilled trades than anyone else ever did. 

We created more funding opportunities for * 

' * 

Black and Hispanic community-based organizations 
than ever before in the history of the Department 
of Labor. V 

We provided more contract opportunities for 
minority-owned business firms, than ever before* 
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- We appointed the first Indian office director; 
the first Hispanic office director, and the first 
women GS-14 supervisors. 4 • 

\ - We tripled the number of labor organizations 
founded by ONP . r 

- We increased the number of private business 
firms ahd employer associations from only 8 in, 
1976 to more than 200 by- 1980. 

Mr* Chairman and Members- of this Committee, if you are 
seriously interested in understanding and improving management 
and administrative practices in the Office of National 
Programs, you will commission a study that* would be 
performed by competent management and research experts ^ho 
would approach the project. in an objective fashion. 

I stand ready to help the Committee in any way possible. 
I would now be happy to answer any questions you might have. 

The Chairman. We appreciate the patience of everybody here. 
With that, we will recess these hearings arid study the recoVd as 
much as we # can. 

[Whereupon, at 3:48 p.m., the committee recessed, to reconvene 
at the qall o£ the Chair.] • fc 
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